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©The Pure Oil Co 


It takes a lot of crude oil 
to keep the Firebird flying 


Pure Oil’s Firebird was born hungry and his appetite has grown as our new PURE 
Firebird Gasolines have found a welcome reception from dealers and motorists. To keep 
the Firebird flying and build up our reserves, we’ve stepped up exploration and 
drilling activities on a broad front. In this hemisphere alone, recent projects include: 


PURE GOES “WAY WEST”—In San Juan County, Utah, PURE 


i brought in one of the major wildcats of 1959. By February, 1962, 
-t seven wells will be producing on our properties in the Northwest 
- hk «a Lisbon field. These properties will be unitized with properties 

ie i of other owners in the field, and the combined production will 
fo amin 


approximate 10,000 barrels of high-gravity crude oil per day. 
We will have a 52%, interest in the unit. 


NEARBY—ANOTHER NEW STRIKE—Just north of Northwest Lis- 
bon, we’ve hit again, at Big Indian. Completed this summer, the 
¥7\\_ first well has a calculated open flow potential of 44 million cubic 
\3a feet of gas and 800 barrels of condensate (a kerosine-like liquid) 
a day. A second well is now being drilled. 





i 14 FATHOMS DEEP — Off-shore Louisiana, in 85 feet of water, 
we’ ve erected a new drilling platform. A pioneer in off-shore drill- 
ing, PURE now owns an interest in over 50 gas and oil wells in 
7a the Gulf, and plans to drill eleven new wells in 1962. 


HOT PROSPECTS IN COLD COUNTRY — New leases on Federal 
land in Alaska bring our total holdings there to approximately a 
million acres. PURE is continuing its geological and geophysical 
surveys and will follow with further exploratory drilling. PURE 
spudded in its first Alaskan well earlier this year. 


... AND IN THE TROPICS —The first major oil company to enter 
Honduras, PURE has already begun seismic explorations there. 
The concession covers 10,195,000 acres, on land and off-shore. 





PURE now has oil rights on almost 37,000 square miles of land in 26 
states, the Gu!f of Mexico, and 7 foreign countries on three continents. 
This expanding program adds up to keeping the ““SURE”’ in “PURE”! 


THE PURE OiL COMPANY “a 
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address in full, new address in full and get notice to us 
three weeks before you desire magazine sent to your new 
address. 

Cable Address — Tickerpub 


Here’s all 
we have to know 
to open your account... 


That's right. Dealing with a broker 
can be as easy as filling out this form. 
If you think you might like to buy 
stocks or bonds—now or any time in 
the future—why don’t you fill it out 


and mail it in? 


It won't obligate you in any way 
but it will enable us to set about the 
business of opening your account. 
Once that’s done, we'll let you know, 
and then any time you want to buy or 
sell securities, all you'll have to do is 


give us a call 


Ma n oddres eet 
(City Zone (Stote) 
Home Phone Business Phone 
Are you over 21? Are you a U. S. Citizen? 
Have you ever been a customer of this firm before? 
What office ~ 
Nome of your bank _ 
To comply with New York Stock Ex- 
change regulations, please supply the 
following information about yourself 
or if you're a married woman—about 
your husband 
Name of employer 
Kind of business Position 
Signature 


All filled out? Then just mail it to— 


Department SF-101 
MEMBERS WN. Y. 5 E AND OTHER 
PRINCIPAL STOCK 4 MN TY EXCHANGES 


MERRILL LYNCH, 
PIERCE, 
FENNER & SMITH INC 


70 PINE STREET, NEW YORK 5, NEW YORK 
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TO OGR FRIENDS 
ADD SCBSCRIBERS 


Y, is the love of little children that illuminates Christmas and renews 
our faith in the future. They are the future! 


And under the mellowness of the Christmas Spirit we are inspired 
by this truth, which sets our thoughts winging in search of the 
answer—of the way to peace and a good life for those we cherish— 
and for our beloved country as well... as we:painfully move into a new 
age, casting off the chains that bind us to old habits and outmoded 
ideas—to face with courage the challenge of tomorrow. 


Guided by this inspiration we instinctively know, as the night 
follows the day—that with the confidence and determination born of 
faith—and a dash of common sense—we can overcome the obstacles that 
plague us as we move along uncharted paths into the new world. 
Experience has taught us that nothing is impossible. So let us 
remember those other days when circumstances seemed just as crucial 
and we were less prepared—that we triumphed over “insurmountable” 
obstacles—and won. We will win tomorrow, too! 


To you, our Friends and Subscribers, whom we are happy to 
serve in the year ahead, with all our hearts we wish you well in your 
undertakings and a full measure of happiness and contentment. 


§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
$ 








At Bell Telephone Laboratories, mathematician Sidney Darlington 
has contributed notably in developing the art of circuit analysis. 


IT HAPPENS IN THE MIND... 


... Jt is essentially a thing of the mind for it works through concepts, symbols and 
relationships ...it helps man to analyze and synthesize the complex phenomena of the 
universe and himself ...it works in many ways to advance electrical communications: 


IT IS CALLED MATHEMATICS 


At Bell Telephone Laboratories, mathematics 
works powerfully to solve problems involving com- 
plex data. Intriguingly, too, the mathematical ap- 
proach: led to the invention of the electric wave 
filter . . 
which may some day carry huge amounts of infor- 


. disclosed a kind of wave _ transmission 


mation in waveguide systems... foretold the feasi- 


bility of modern quality control . . . led to a scientific 


technique for determining how many circuits must 
be provided for good service without having costly 
equipment lie idle. 

For each creative task, Bell Laboratories utilizes 
whatever serves best—mathematical analysis, labora- 
tory experimentation, simulation with electronic com- 
puters. Together they assure the economical advance- 
ment of all Bell System communications services. 


(43) BELL TELEPHONE SYSTEM 














THE MAGAZINE OF WALL 


C. G. Wycxorr, Editor-Publisher 


STREET 





The Trend of Events 


IN THE LAST FEW DAYS,— it has been made clear that 
President Kennedy’s forte is speech-making, and he 
has come to believe it himself if we are to judge 
by the multitudious talks he has given around the 
country recently at both luncheon and dinner all 
in one day. 

He won his election by oratory, and we hope that 
now, having had almost a year’s experience in deal- 
ing with the heads of foreign states, he will fare 
equally as well in negotiations with our Allies, and 
be able to cope with the maneuvers to shift their 
problems and responsibilities to our shoulders. 

Admittedly, this is a rough job, for these leaders 
have a sophistry of approach—the heritage of cen- 
turies—which requires rare talents in negotiation. 
It’s well to remember they broke Woodrow Wilson’s 
heart by their chicanery and double cross following 
World War I. 

Thus far, action by President Kennedy has been 
weak, confused and ineffectual as compared with 
the quality of his oratory. 


tain, and that is something to think about in the 
face of Mr. Kennedy’s remarks regarding a pro- 

posed relationship with the Common Market. 
The pressure by Dean Acheson, former Secretary 
of State under Truman, whose leanings toward 
Britain are well known, indicates that to pull Bri- 
tain’s chestnuts out of the fire, we are going to be 
urged into an ill-considered and premature arrange- 
ment (amounting to a free-trade agreement), where- 
by the United States would lower its tariffs as the 
price for British entry into the Common Market! 
The threat to our industry is evident. For example, 
it has been estimated that if the tariff on autos 
were removed, a $1400 Volkswagon would cost $900 
Trade is the hot issue in Europe at the moment, 
for Britain is trying to enter the Common Market 
by straddling between a policy of Commonwealth 
preference on the one hand and the acceptance by 
the Inner Six of a trade pact made in Britain, that 
would call for completely making over the Common 
Market in line with British 





His talks with Adenauer have 
not definitely settled any one 
of the key problems we face 
on the questions of Berlin 
and Nato. President de Gaulle, 
suspicious of both the British 
and the Russians, has refused 
to budge. And shortly now, 
our President will be meeting 
in Bermuda with Prime Min- 
ister Macmillan of Great Bri- 


investors and 


tomorrow’s 
regular feature. 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- to 
able market analysis of importance to 
businessmen. 
abreast of the forces that may shape 
markets, 


economic needs and political 
motives in Europe. 

Should they succeed, it would 
mean enlarging the Inner Six 
include the Outer Seven, 
which could easily ruin the 
economic entity contemplated 
by the Common Market coun- 
tries and set back the goal of 
a United States of Europe, 
| that would do so much to 
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solidify that area and put an end to the wars which 
have been fought back and forth over the terrain 
for centuries. 

It has always been British policy to dominate 
the European scene — pitting one country against 
the other — as has been her custom in dealing 
with the continent. If successful this time, the 
Greater Europe to emerge would lack unity in 
which British decisions would always seek to pull 
the strings, and these tactics would produce an 
atmosphere that would be highly unfavorable as 
far as we are concerned. It would oblige us to deal 
with the individual countries separately and not 
as a single unit — as would be true under the 
status quo of the Common Market today — and 
open us to intrigue and harassment in the bargain- 
ing in which we are bound to get the short end 
of the stick. This is something we must think 
about seriously. There is too much at stake for us 
economically, financially and politically. Therefore, 
the prospect of a free trade deal under current 
circumstances must be carefully weighed, and in 
this issue we call attention to “What Needs To Be 
Done To Solve Our International Trade and Dollar 
Position” by Dr. Lloyd, which simply and clearly 


presents the story in a way that must appeal to 
the common sense of every reader of this publica- 
tion. Thus far, the United States has not fared well 
in any situation where Britain has maneuvered us 
into doing her bidding. By numerous and high- 
powered approaches, she got us into two wars on 
the continent. And one has but to read Mr. George 
Kennan’s “Russia and the West Under Lenin and 
Stalin” to note how we were out-maneuvered by 
chicanery of various kinds during the Siberian in- 
tervention at Archangel, which fouled up our rela- 
tionship with Russia in the first place, and misled 
Woodrow Wilson right down the line. And was it 
the British who led Dean Acheson to believe that 
the Communist take-over in China was only an 
agrarian revolution as a part of their campaign to 
hold on to their commercial interests in Hong Kong 
and the Far East, and why they recognized Red 
China? And now, at this decisive point in our affairs 
at home and in crucial spots around the world, it is 
clear that we certainly cannot permit Britain to pull 
the strings. 

I hope that Mr. Kennedy will act like Churchill 
instead, as the wits are saying, “Talk like Churchill 
and act like Chamberlain.” 








T took President Kennedy ten months to dis- 

cover that you cannot conduct effective foreign 
policy with two state departments — one of them 
the traditional organization and the other consist- 
ing of a free-wheeling group of academic experts 
in the White House. 

The President’s recent personnel shake-up was 
a long step in the right direction. It should make 
for more effective coordination of foreign policy 
operations if the President insists on adherence to 
the chain of responsibility and permits no more 
short-circuiting of Secretary of State Dean Rusk. 
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As 9 Seo Jt! 


By Malcolm Stewart 


A SHAKE-UP COMES TO THE STATE DEPARTMENT — 


FOR BETTER — NOT WORSE 


An appraisal of the men and the jobs... 


Rusk isn’t the brainiest Secretary of State we’ve 
ever had and he is something less than dynamic . . 
but he’s a tough-minded and adequate diplomatic 
technician if given a chance to work in the tradi- 
tional role without being sabotaged. 

Removal from the White House of two special 
advisers on foreign affairs, Professor Walt W. 
Rostow and 29-year-old Richard Goodwin, should 
be helpful. They have been placed in the State 
Department subject to Rusk’s discipline and con- 
trol. This corrects an absurd situation in which 
advisers with no responsibility or administrative 
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experience were able to compete with cabinet of- 
ficers for the President’s ear. 

The elimination of Chester Bowles, the darling of 
the liberal extremists, as Undersecretary of State 
should help considerably in enabling the Depart- 
ment to operate with less friction. (There is no 
truth in the rumor that the President was annoyed 
when Bowles called him on the phone and by mis- 
take said, “Mr. Dillon, this is Chester calling’—at 
least so the punsters say.) 

Bowles, who always thought he should have been 
given Rusk’s job, had a bad tendency to take his ideas 
directly to Kennedy 
without going through wee 
his superior. His re- 
moval had nothing 
much to do with basic 





fairs offers more scope for his talents as an operator. 

Selection of W. Averell Harriman as Assistant 
Secretary of State for Far Eastern Affairs had 
been in the works for some time before it was 
announced along with the other changes. As rov- 
ing Ambassador for Kennedy a job now absorbed 
presumably in Bowles’ new duties — Harriman had 
dealt principally with negotiations on Southeast 
Asian affairs. The surprising thing to power-con- 
scious Washingtonians was that the 70 - year - old 
former New York Governor and Presidential 
pirant would take a cut in rank. But intimates 
said he was getting 
the job he wanted 
most at this time and 
f so far has appeared 

happy in it. However, 
Harriman, even as 





as- 





policy, or “liberalism” 
versus “conservatism”. 
It was simply an ur- 
gent operational ne- 
cessity if Rusk were 
to be able to run his 
Department efficiently. 

Bowles’ new job as 
Special Representative 
of the President in 
Latin America, Asia 
and Africa was creat- 
ed to placate his pol- 
itical supporters and 
prevent any erosion of 
Democratic Party 
strength. In the new 
job the articulate Mr. 
Bowles will be a sort 
of glorified travelling 
salesman for Ameri- 
can foreign policy in 
areas where he enjoys 
a certain popularity. 

This time Kennedy 
didn’t make the mis- 
take he did last Sum- 
mer when he first tried 
to ease Bowles out, af- 











Substitutions in the Backfield 


Bowles, has always 
had a habit of com- 
municating directly 
with the President 
when the spirit moved 
him. It remains to be 
seen whether Rusk 
can control his opera- 
tions. 

Rostow, in taking 
over McGhee’s old 
post as Chairman of 
the Policy Planning 
Council, can give full 
rein to his penchant 
for tossing off ideas 
at a rapid rate. How- 
ever, in his new post, 
if Kennedy makes the 
boys play by the rules, 


Rostow’s ideas will 
not go undiluted into 
the Presidential ear. 
They will be tossed 
into the pot at the 
State Department to 
be tested against the 





opinions of the ex- 
4 





ter former Secretary 

of State Dean Acheson 

advised the President that Bowles was the monkey 
wrench in the Departmental machinery. At that 
time, the President leaked word of his intentions 
and gave Bowles’ supporters time to build a pub- 
licity backfire which forced Kennedy to postpone 
the contemplated action. 

George Ball, who moved into Bowles job, has 
won some acclaim as an economic expert and is 
expected to devote a great deal of his time to foreign 
trade matters. He will be in the thick of the Ad- 
ministration’s battle next year to get Congress to 
authorize wide Presidential power in negotiating 
tariffs with the European Common Market and 
other countries. Ball, a onetime law partner of 
Adlai Stevenson, appears to operate politically some- 
what to the right of his erstwhile office mate. 

George C. McGhee, one of Rusk’s friends who 
was brought in last January to be State Depart- 
ment Counselor and Chief of the Policy Planning 
Staff, turned out to be in the wrong job. He always 
has been more of an action man than an idea man. 

His new job as Undersecretary for Political Af- 
1961 
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perienced profession- 
als in the field. 

Nobody has ever clearly explained just how “whiz 
kid” Richard Goodwin became a Presidential ex- 
pert on Latin American affairs. He didn’t speak 
Spanish and had never been south of Mexico. Mov- 
ing him from the White House over to State De- 
partment as Deputy Assistant Secretary for Latin 
America probably places him closer to his true 
ability level. 


In Sum 


All in all, Kennedy’s changes appear to show that 
he has learned that there is much to commend the 
traditional arrangement of the Executive Branch 
of the government, with calls for the Secretary of 
State to be the principal adviser on Foreign Policy 
and holds him strictly accountable for his opinions 
and actions, as well as effective implementation 
of Presidential decisions. 

Rusk himself is known to feel that the shake-up 
gives him a much better chance to work effectively. 
If this is true, results should begin to appear before 
too long. END 
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Market Tests Ahead 


Nearing the end of the year, over-all market movement has remained limited for some 
time. The short-term tendency should be upward on a seasonal basis, but whether the 
widely expected year-end “play” will amount to much remains to be seen. If disap- 
pointing, confidence in later possibilities could be impaired. Time is not on the side of 


dynamic sustained advance at this stage. In our 


view, need for caution is increasing. 


By A. T. MILLER 


THE market appears to have everything 
in its favor — with the exception of good stocks 
at attractive prices. The trends of business activity 
and earning power of leading corporations are 
plainly upward; and at this time, we would hesitate 
to question the consensus that the near-term out- 
look is favorable, probably through the 1962 first 
half. However, the trouble is that this prospect 
has been already so largely discounted. 

This kind of situation is not new and experienced 
investors should not be puzzled by it. Probably 
largely as a result of the greatly increased in- 
fluence of institutional funds — managed by sophis- 
ticated professionals — the tendency of the modern 
market has increasingly been to reach peaks or 


troughs long before business in general does so. 

The declines in stock prices end well ahead of 
the business recession low points. The sharpest 
market advances are seen while business is still 
depressed and during the early phases of economic 
revival. By the time industrial activity has reached 
a new peak and virtually all of the business news 
is good there is not a great deal left for the market 
to anticipate. 

Slow-Down After Strong Revival 

It is true also that relatively rapid business re- 
vival, usually bringing a sharp rebound in corporate 
profits, is followed in no great time by a slow-down 
— and sophisticated investors know this. We have 
pointed out before that a dynamic mar- 
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MEASURING MARKET SUPPORT ket rise for 24 months to September, 
THE MARKET IS A TUG-OF-WAR CONSTANTLY SHIFTING SUPPLY & DEMAND 1955, was followed by a trading range 
PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 of about 10% in the industrial aver- 
T ry? . oe age for 22 months prior to the wide 

40 Sera e es a! 1957 market break. ; 
| | | | | rere ai ‘| | It is worth adding that the greater 
390 | DEMAND FOR STOCKS —- see eeee part of the business advance from the 
"T"ahuaveesr nr) | | rT] } |] | 1954 recession low point had also been 
370 heme} + TT Been a a +— ++ ! seen by September, 1955, when the 
| }} tid] production index stood at 98.4. The 
350 T TT S: well-remembered triple tops around 
3301] | {| 520-521 for the industrial average came 
T in , ' 2 = oe of ong A — os 
| Baa we L | July, 1957. For those months the levels 
si Tivoli illlilfitt ttt of the production index were, respec- 
290 | ‘< oe biclieadieadl | | tively, 99.6, 99.0 and 101.4. Following 
| | | | | | | | | | | | | a spurt from the 1954 quarterly low 
270 MEASURING INVESTMENT——— , point of $6.15 a share, earnings on the 
& SPECULATIVE DEMAND industrial average reached $9.71 a share 
T laws’ l T ogo ws Oye sie Myr og — - 
tata — not exceede uring the rest o e 

~— pon dy par 1954-1957 business expansion cycle. 
340 The revival from the 1957-1958 re- 
| cession differed from the record cited 
760 / a 330 in detail, but not in substance. Much 
—~ | the greater part of the rise in industrial 
720 ] t+ eee 320 production had been seen by the early 
saoths Letty | Thee Ak 8 arr r 310 summer of 1959, and of the market 
% MWS - et * rise by August, 1959. Thanks to major 
640 LOW PRICE STOCKS |_| inventory accumulation prior to that 
| (Scale Left) | year’s long steel strike, earnings en the 
| | | | | |} | LL FS a ws Dow industrials reached a peak of $11.01 
7 142128 4 1118251 8 152229 6 132027 31017 24 1 8 15 24 a oe ay eg an oeaeeer. 
hhh hhh ddd compared with a low of $5.78 a share 
JULY AUG SEPT ocr NOV Dec in the 1958 first quarter. The record 





level mentioned has not since been ap- 
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proached. Whether it will 






























be equalled or exceeded by acai 
the 1962 second quarter — TREND INDICATORS 1951-1960 
with a steel strike threat / MWS INDEXES 
again looming up — is THE MAGAZINE OF WALL STREET ra t= 
problematical. a” COMPOSITE INDEX mn 8 +3 — i$ — 
so THR Hil | fs te La 
The Current Picture -~ , ft is HEHE : — 
Before attempting to ap- 520 “git bid Py ns [SIE TIE a) aso 
ply the lessons of 1954- 510 rT Me hha ns [eI oa 
1957 and 1958-1959 exper- | se yt th te = 
ience to formulation of 49...) _. DOW JONES INDUSTRIALS om 290 
what we think is sensible ir cote be = 
investment policy today, a phates | ne 
few comments on the cur- - A all salto tailiin 
rent position are in order. us » Pe ie 4 INDUSTRIALS 
The industrial average gave 140 bt 
up a little ground in the 135 ppt Dow Jones RAILROADS 
past fortnight, but closed — rr 
last week on an up-beat me eee i auth 
which raised hopes for a | it 
year-end rally. However, it pth 
did the same thing two DOW JONES UTILITIES 
weeks earlier and noth- fl (Seale Right 
r DOW JONES 


Utilities and 
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ing happened. 

rails also receded 

past fortnight. 
Among individual stocks, 
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more declined last week rid 

than advanced, and the tf VOLUME N.Y. STOCK EXCHANGE. 

total of new highs was the 5 MILLIONS of SHARES 

smallest in some weeks. ‘ht nani beatae — 
Despite a firm tone in last 2 NNT i HHH ae Hi iit! HY ~ 
week’s final session, it if rm {Hi I Ht HM om HNL 70 
brought the fewest new tae ndings —— Oe 4 
highs of any day in the aucust SEPT oct nov — ne 
week. The favorable de- 


mand-supply spread shown 
by our Market Support Measures narrowed a little 
during the fortnight. 

Following wide advances, most of the favored 
consumer-goods stocks look high and tired — and 
are obviously meeting less institutional demand at 
present. Many of the professional “stock pickers’”’ 
are trying to talk up cyclical stocks — with little 
success to date. Note that in an up-day last Friday, 
with the Dow industrials less than 1% under the 
November top, not a single new high was recorded 
in any of the following cyclical groups: agricultural 
implements, aluminum, construction, copper, metal 
fabricating, railroads, steels, tires and paper. 

Note also that in “special-study” recommenda- 


tions—now centered increasingly on unlisted stocks! 


or secondary listed issues—the brokerage-house 
analysts are largely “scraping the bottom of the 
barrel.” 


Following a 140-point rise (about 25%) to mid- 
May, the industrial average has since been held to 
a range of around 8%, with the November high 
about 4% above the best May level and little over 
1% above the September 7 intermediate high. This 
loss of vigor can no longer be blamed on either 
the international situation or business uncertainty. 
The Russian “peace offensive” — dictated tem- 
porarily by Communist troubles and propanda needs 
— implies no military showdown over Berlin any 
time soon. The late-summer lull in industrial revival 
is over and all indications point to strong gains in 
coming months. 

What, then, has been the matter with the mar- 
1961 
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ket? 
advance say consolidation of the October-November 


Some who are beating the drums for further 


rise was needed. Four weeks of consolidation to 
date to correct a three-week bulge which, at the 
734 level, added less than 8 points net to the ad- 
vance that had been by early September? 
We do not agree. 


scored 


The Real Reason 


Probably the main reason is that too many “good” 
stocks are over-priced, too many others lacking in 
appeal with respect to quality or prospects or both. 
The breath-factor indicators have been deteriorat- 
ing, as was so in the late months of 1959. There 
is talk of a year-end rise and another leg of the 
bull market ahead. The same talk was rife near the 
1959 year end — after which we got about a ten- 
month 17% decline in the industrial average. 

Of course, the latter was due to business reces- 
sion and vulnerable stock prices, whereas we do not 
appear to be near a business slow-down now. But 
the economy could be in for later trouble if steel 
inventory accumulation becomes a big medium- 
term factor. This will bear watciir.. So also will 
near-term market behavior as a test of the vigor 
of investment demand. While a new high is possible 
for the industrial list, it could be by no wide margin 
if it comes. With the industrial average now less . 
than 7% above the 1960 high attained nearly two 
years ago, where is the run-away market? We still 
say: keep your feet on the ground—Monday, Dec. 11 
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EFTA and British Commonveat erent 


What Needs to be done to Solve | ai 


OUR INTERNATIONAL TRADE =; 
AND DOLLAR POSITION na 


By DR. LEWIS E. LLOYD a. 

I 

NOTE—We have yet to see such a clear and simple explanation of the trade and dollar the 
position of the United States in relation to the rest of the world as given in this article— bec 

and we are delighted to be able to present it to our readers because of the great need que 

for understanding this critical situation, both as businessmen and investors. eco! 

In this illuminating feature, Dr. Lloyd explains the complex balance of payments Hei 

problem in easily understood terms—shows what has caused it—presents a forthright " 

case telling why he rejects the low tariff policies advocated both by the government and » 

most theoretical economists—what steps he believes should be taken until various the 
distortions in the system of free world trade can be removed—and what solutions inte 

must be considered by President Kennedy. tio! 

This very thoughtful re-examination helps us to clearly see both sides of the situation fine 

and makes a real contribution to clear thinking on these vital economic issues. rop 
—EDITOR wit 

Wa 

YEAR ago we faced a temporary gold crisis generally recognized, however, is that this problem exf 
when gold which is pegged at $35 per ounce is imbedded in the fundamental economics of trade. we 

sold at a premium for several weeks on the London Foreign trade consists of the exchange of eco- CXF 
market and briefly reached a high of $41 per ounce. nomic goods and services between nations. Money hol 
Since then the press has given considerable atten- becomes involved in two ways: as a standard for I 
tion to our balance-of-payments deficit. What is not evaluating diverse products and as a medium of cha 
our 
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exchange. Simply stated, the 





%5 
enh) equation of exchange takes 
a . 
> the form: 
, . ij coops <> money S—_~ Goons 
ret pe e 


It is important to note that the 
economic exchange process is 





not complete with merely ex- 

. seca, Sa \. changing goods for money but 
\ \ only after the second step of 
es ' exchanging the money for an- 


other economic good. 


‘ Balance of Payments Defined 


Balance of payments is the 
term applied to the accounting 
of the exchange af goods, serv- 
ices and capital transfers be- 
tween a given country and 
other countries. If the sum of 
all these exchanges does not 
balance, then there will be a 
shift of the exchange medium, 
money, into or out of the coun- 
try. 

The balance of payments is 
made up of the net of trade, 
the net on tourism, the net on 
services such as shipping 
charges, insurance, etc., the 
net of capital flow for invest- 
ment, interest payments and 
dividends, and the net of uni- 
lateral transfers (foreign aid 
and personal gifts). In recent 
years the dollars which for- 
eigners have obtained from our 
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imports, from tourists, capital 

transfers, and foreign aid have 
far exceed the total dollars which have returned; 
and so we have had a substantial negative balance 
of payment —an outflow of dollars. 

This large and growing outflow of dollars which 
have not come home indicates that we are non- 
competitive. Jf our goods were not overpriced 
relative to world markets, most of these dollars 
would have been used to buy from us. 

How has it come about that the United States, 
the greatest industrial nation in the world, has 
become a high cost producer? The answer to this 
question requires an examination of the changing 
economic and political situation in the world. 


Heightened Foreign Competition; Reduced Tariff Barriers 


®> In recent years we have seen a breakdown in 
the colonial system which for two centuries had 
integrated the underdeveloped and industrial na- 
tions into an economic unit. ® At the same time we 
find a resurgence in the industrial nations. ® Eu- 
rope and Japan have replaced their war-torn plants 
with new, modern, efficient ones. ® During World 
War II they were unable to continue to supply the 
export markets which they had built up around the 
world. ® We filled the gap. B® Now they want their 
export markets back whereas we are determined to 
hold onto them and even to expand our exports. 

In the past two decades while these sweeping 
changes were taking place, we have rapidly reduced 
our tariff rates. They are now more than 75% below 
DECEMBER 
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1930 levels and average only a little more than 10% 
on all dutiable items. These reductions, which have 
been made under the Trade Agreements Act, will 
be extended under Administration proposals, which 
call for further across-the-board tariff cuts in an- 
other major step toward complete free trade. 

According to prevailing theory, free trade is sup- 
posed to maximize economic efficiency through ex- 
tension of the principle of the division of labor. 
Tariff Reduction Theory Based on Unrealistic Assumptions 

This is a fine theory and sounds very plausible in 
the classroom. Unfortunately, few proponents of 
free trade realize that its application will advance 
economic efficiency only if all the assumptions upon 
which it is based are met. The necessary conditions 
involve a free market in essentially all the contacts 
and relations between nations. 

For example, there should be: 


1. No embargo or tax on raw material exports; 

2. No world cartels or commodity agreements; 

3. No immigration restrictions; 

4. Similar tax burdens and laws governing busi- 
ness in all countries; 

5. A completely free market in currency ex- 
change; 

6. No overriding defense requirements; and 


Finally, no government subsidies for the econo- 
mies of the trading partners. 

No one of these conditions is fully met even in the 
free world today, and the one single factor of ex- 
change controls and pegged rates is sufficient to bring 
consequences not intended by the free trade theory. 

> By way of example: when six nations in 

Europe decided to form the European Economic 

Community (the Common Market), they found 

that they could not accept free trade without tak- 

ing account of the assumptions underlying the 
theory. 

> As a consequence, the Rome Treaty proposes 
the free and unrestricted movement of workers 
from country to country, and the equalization of 
indirect costs to producers so that fringe benefits, 
social taxes and the like will not make a producer 
noncompetitive in one country as compared to 
others in the Market. 

& They also had to recognize exchange prob- 
lems. The only practicable answer was “gradual- 
ism,” for too rapid an adjustment would have 
brought undesirable and unnecessary hardships— 
unemployment and economic dislocation. 


~] 


Importance of Stability 


Another matter important in regulating world 
trade is stability. There is considerable doubt that, 
given a free choice, people everywhere would choose 
maximum efficiency, because the highest division of 
labor, to get maximum efficiency, also maximizes 
instability and risk. Communities, companies and 
even individuals find it desirable to spread the risk, 
to diversify. The maximum international division of 
labor would not necesarily be the most desirable 
state in the economic relationships between nations. 

Stability is becoming an increasingly prominent 
objective for our own American society, although 
maximum stability would be stagnation. We need 
constructive change at such a rate that it will not 
cause undue hardship. The adjustments that are re- 
quired in foreign trade relations are no exception; 
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if we force too rapid a change, we will pay the 
penalty of severe economic and social stress. 


What Inflation Started .. . 


& During World War II we chose to pay our war 
costs in large part with inflation. The government 
printed bonds, many of which went to the Federal 
Reserve banks, where in turn they became the base 
for an enormous credit expansion. Since 1940 we 
have poured about $90 billions of fiat money into 
the purchase media stream. As a result of this 
monetary inflation, we now have in circulation more 
than one worthless, fiat dollar for every good one. 

Following the war there were essentially two dol- 
lars for every dollar’s worth of goods, and so prices 
were bid up to more than twice prewar levels; today 
we have a 46¢ dollar. The price of labor, of course, 
went up along with the price of everything else, in 
fact, more than the price of finished goods. Thus 
through the well-known process of inflation we 
built distortions and malad- 
justments into our economy, 
the chief one of which is our 
noncompetitive position in the 
world markets. 


. . . Improved Foreign Technology 


Has Aggravated OF DOLLARS 


Prior to the war our mass ” . 
production technology was so 
much more advanced than that % 
of Europe and Japan that it 
easily supported our higher 99 


U. S. MONETARY 
vse, GOL SHOCK. 


TOTAL 25 
y ae 





at $35 an ounce. The price of other goods has es- 
sentially doubled on the average, due to our infla- 
tion. As a consequence, gold is the cheapest com- 
modity we offer in the world market today. Thus, it 
is not surprising that foreigners prefer gold, or at 
least hold their dollar claims which are convertible 
into gold upon demand, rather than using dollars to 
buy our manufactured goods. 

As a result of this imbalance in our foreign ac- 
counts, more than $6 billion in gold have been with- 
drawn, while the foreign short-term claims against 
ithe dollar have increased steadily to $22 billion at 
present, compared to our gold reserve of $17.3 bil- 
lion (See Chart). Even after subtracting our claims 
against others, our commitments exceed our gold 
supply. Moreover, we have a statutory limit which 
requires us to maintain $12 billion in gold to sup- 
port our own currency. Earlier this year the Admin- 
istration proposed removing this legal requirement. 
Such an action might postpone a crisis temporarily 
but would have several bad 
effects. It would be an open 
invitation for us to continue 
our unsound policies and make 
a fundamentally bad situation 
worse. It could hardly improve 
oF doliars CONfidence in the dollar. If the 

30 dollar is already distrusted 
when it is backed by 25% gold, 
how would his confidence be 
increased when this backing is 
removed altogether? 








wage rates. Since the war this 
condition has changed. We 
financed the rapid rebuilding 


UNCOMMITTED 20 Obvious But impracticable 
U.S. GOLD STOCK Solutions 
15 We are already in a very 


of their plants with some $80 
billion of foreign aid. Teams of 
foreign industrialists were in- 
vited to visit our plants and 
learn American methods. They 5 
were apt at copying everything 
except our militant union 4 
movement. As a result their 
productivity has increased 1945 1950 
enormously, while their wage 
rates have risen only moderately. 
As a consequence of these changes, the unit 
labor cost of foreign manufacturers is well below 
ours for many items; and so today foreigners 
who receive dollars prefer to spend them else- 
where where they can get more for their money. 


How Gold Enters the Trade Picture 


A look at the basic exchange equation will now 
show us the fundamental problem. Normally, for- 
eigners would exchange goods and services for dol- 
lars, and then exchange those dollars for some of 
our goods. 

GOLD 
A 





V 


GOODS =. DOLLARS S——_~> Goons 
Gold is one of the goods which we offer them in 

exchange for their dollars. Now the price of goid 

has net been changed since 1934, when it was set 
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vulnerable position; and if at 

o #@ny time foreigners lose con- 

fidence in the dollar to the 

point where they begin to 

§ withdraw gold in sizable quan- 

tities, a real balance-of-pay- 

9 ments crisis will arise. This 

960 could have very disagreeable 

1955 | repercussions on our economy 

here at home, even shaking our 

position as the leader in the Free World. Faced with 

this situation, what should be our course of action? 

Basically and over the long run, the only real 

solution to our problem is for the United States 

producers to become competitive again in world 

markets. Unfortunately, this is easier said than 
done. 


> One remedy which has been proposed is that 
manufacturers reduce costs by increasing produc- 
tivity in giant strides. We are urged to intensify 
research and automation. 


This suggestion sounds plausible, but has scant 
chance of solving our problem. First of all the Euro- 
peans, and the Japanese too, are also good at re- 
search; and their research costs are smaller than 
ours because their wage rates are lower. Moreover, 
in recent years they have been getting more than 
their share of real research breakthroughs. 

Our foreign competitors are alert to new ideas 
and any research finding or productivity improve- 
ments which we make they will quickly apply. It is 
entirely unrealistic to expect that we can advance 
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while our foreign competitors stand still in the race 
for improved productivity. 

> A second way in which we might regain com- 
petitiveness would be for foreign wage rates to rise 
rapidly so that unit costs overseas would match our 
own. 

This would be an almost ideal solution. Foreign 
workers would realize rapid increases in purchasing, 
power, broadening their mass markets. This, how- 
ever, is only daydreaming or at most shows promise 
only in the distant future. It is true that in recent 
vears the percentage increase in wages in central 
Europe has been larger than in the United States. 
But this is of small comfort when the absolute gap 
remains so large. For example, if wages in Ger- 
many at 75¢ an hour should increase 10%, it would 
add only 714¢ per hour to the labor cost. In the 
United States a 5% increase on a $3.00 wage means 
a 15¢ per hour increase. This is little remedy on a 
short-term basis. 

> Another alternative would be to have reduc- 
tions in prices, both of labor and products, in this 
country. 


A very neat solution would be to have all wages 
and prices reduced by a constant fraction, say 25°, 
as of some particular morning. Obviously, with the 
monopoly power which resides in big labor, which 
year in and year out has won wage concessions in 
excess of productivity, we are not likely to obtain 
any wage rate reductions. So this method offers no 
possibility as a practical solution. 

& There is a way, however, in which the same 
purpose might be accomplished without affecting 
the wage and price relationships in this country. 
This would be to readjust the exchange rate be- 
tween the dollar and other currencies, Last summer 
a responsible Swiss financier estimated that the 


DECEMBER 16, 1961 


dollar would sell at more than 25% discount relative 
to the Swiss franc on a free market basis. Were 
this to happen, we would get a readjustment down- 
ward of our wage rate and prices relative to that 
of the other countries of the world. In a free mar- 
ket, the exchange rate adjustment would continue 
until our products on the average had become com- 
petitive again in world markets and the total dollar 
outflow was roughly balanced by the inflow. 


Weak Gold Position Blocks Natural Exchange 
Rate Adjustment 


If this solution is so easy and sound, why 
hasn't it been done? It hasn’t been done and isn’t 
being contemplated because of the large short- 
term foreign claims against our gold. 

If the dollar were trading at a substantial dis- 
count relative to gold in foreign markets, these 
dollars would be tendered as claims against our gold. 
If we did not repudiate our promise to supply gold 
at $35 per ounce, we might well lose all of our gold 
supply and still be short of meeting our commit- 
ments. 

A primary factor in our negative balance of 
payments in recent years has been our foreign aid. 
The data on our foreign obligations indicate that 
we cannot and have not been able to finance this 
level of charity. 

In the early days of the Marshall Plan, practically 
all of the aid dollars were spent in the United States 
and thereby at least supported jobs in this country. 
As industry was rebuilt overseas, less and less of 
the aid dollars have been spent here, until by 1959 
only about 30% came back to support American 
jobs. If we are going to continue this massive inter- 
national dole, the least we could do is to require 
that all of it be spent in the United States so that 
it will support jobs in (Please turn to page 372) 
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CANADIAN BANK STOCKS FOR 
DIVERSIFICATION 


By W. E. GREENING 


NOTE: In the 1920’s a banking specialist told me that the Canadian banking 
system was patterned on the old Scottish plan of fiscal responsibility, 
and in time of crisis could staunchly support the Canadian economy. 
Requests from subscribers for investment suggestions in Canada led to 
this feature which interestingly shows that Alexander Hamilton 
used the same banking theories in his creation of the First Bank of the 


United States. The story follows .. . 


HE banking system of Canada differs in many 
important essentials from that of the United 
States. These differences are of historic origin and 
date back to the early years of the Nineteenth Cen- 
tury when the first banks were established in East- 
ern Canada. The merchants who set up these banks 
in such cities as Montreal and Toronto were greatly 
influenced by the American banking system of that 
era and particularly by the banking theories of 
Alexander Hamilton, as exemplified by his creation 
—the First Bank of the United States. 
The earliest banks to be set up in Canada, such 
as the Bank of Montreal which was founded in 
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1818, imitated many features of the First Bank of 
the United States, notably the adoption of branch 
banking and the centralization of financial power 
in the hands of a few large banking institutions 
which would have control over currency and fiscal 
policies and which would be able to cling to con- 
servative financial policies in the face of strong 
speculative pressure. From the beginning, almost 
all the early banks chartered in Central Canada, 
Nova Scotia and New Brunswick were organized 
along these lines, with branches and large financial 
reserves. Banking in Canada has followed this Ham- 
iltonian pattern ever since. 
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Pertinent Data on “The Big Five” Canadian Banks 

BANK OF BANK OF CANADIAN IMPERIAL ROYAL BANK TORONTO- 

MONTREAL NOVA SCOTIA BANK OF COM. OF CANADA DOMINION BANK 

October 31 October 31 October 31 May 31 Nov. 30 October/31 

1961 1960 1961 1960 1961 1960 1961 1960 1961 1960 
(Millions t) 
ne $3,646.6 $3,200.4 $2,120.1 $1,942.0 $4,220.2 $2,916.4° $3,783.3 $3,884.1 $1,969.00 $1,972.3 
ee ee 1,933.8 1,552.6 1,343.3 1,269.3 2,286.2 1,601.3° 2,094.3 1,914.0 1,154.7 1,148.6 
Canadian Gov't Securities = . 919.3 765.5 325.1 313.6 1,020.3 623.1% 891.6 836.8 431.8 ‘315.9 
Total Shareholders’ Funds . 207.8 203.7 117.7 115.3 255.7 185.0% 294.2 291.7 112.9 85.0 
RII <siidccractascecnsiansiasnaiasi 3,949.6 3,485.4 2,268.9 2,125.3 4,584.0 3,155.2% 4,194.4 4,296.8 2,126.4 1,903.9 
Earnings Per Share ............ 2.39 2.34 2.92 2.95 2.54 2.33" N.A. 2.94 2.76 2.77 
Book Valve Per Share ........... 34.20 33.54 43.59 42.98 36.70 34.2% 44.01 43.99 37.65 35.44 
Current Dividerd Rate * ...... 2.05 2.00 2.30 2.30 1.80 2.50 2.37 2.00 2.00 
Price Range * . 722-59 594-4734 83-66% 77\4-56'2 73-59" 56-46%" 83'2-72 80-63% 71'4-55's 59'4-48'2 
Recent Price .......... 72 82 72 82 71 
Dividend Yield (%) 2.8% 2.8% 2.5% 3.0% 2.8% 
+—Canadian currency. 3_Balance sheet of Canadian Bank of Com- +4 To November 1961. 
*__Based on latest dividend rate. merce. Company merged with Imperial 5_Prices prior to merger, 6/2/61, are for 
1__{ncludes mortgages and hypotecs insured Bank of Canada in 1961 on basis of Canadian Bank of Commerce 
under Nat. Housing Act of 1954. 1 sh. of new stock for each share 


2—_Includes provincial government securities, 
(during and guaranteed). 


Canadian Bank of Commerce and 7 sh. 
new for 6 shares Imperial Bank. 





Banking Pattern Abandoned in the U. S. 
Continued in Canada 


The anti-monopoly movement which ended in the 
destruction of the Second Bank of the United States 
during the presidency of Andrew Jackson in the 
Eighteen Thirties, and which resulted in the eventual 
triumph of the unitary banking system in the 
United States, never had much support in Canada. 
Consequently the unitary system of banking failed 
to take root there. From the very beginning, bank- 
ing facilities in the British provinces in North 
America (and, after Confederation in 1867, in the 
Dominion of Canada) were concentrated in the 
hands of a particularly small number of banks with 
many branches. Banks of this type which arose in 
the Nineteenth Century in the Atlantic provinces 
and in Central Canada gradually extended their 
operations on a national scale. For example, the 
Bank of Nova Scotia was founded in 1832 in Hali- 
fax, and later extended its operations westward into 
Central Canada; eventually it transferred its head 
office from Halifax to Toronto, where it still remains 
today. In a similar manner, the Royal Bank, started 
in Montreal in 1857, gradually penetrated eastward 
into the Maritime provinces and westward into On- 
tario. During this process, these large institutions 
also absorbed many smaller banks in such cities as 
Quebec City and Hamilton and Ottawa. 

This process was greatly aided by banking legis- 
lation passed by the new Government of Canada 
after Confederation in 1867. Unlike the United 
States, banking in Canada is a federal and not a 
provincial matter. 

The launching of a new bank is a much more diffi- 
cult process in Canada than in the United States. A 
charter can only be obtained through a passage of 
a bill in the Canadian Parliament in Ottawa, and 
large capital reserves are required. The provision of 
Canadian banking legislation that this charter must 
1961 
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be renewed every ten years has given the Federal 
Government the power of close supervision of bank- 
ing operations in every region of the country. In 
practice the governments which have been in power 
in Ottawa since 1867 have rarely looked with a 
hostile eye on the concentration of financial power 
in the hands of a few large banks. 
Combining Stability and Flexibility 

This system has served Canada well during the 
past century by offering a combination of stability 
and flexibility not always found in the banking sys- 
tem of the United States. The branch banking 
system has prevented the failures which have been 
such a prominent feature of certain periods in the 
history of banking in the United States. On the one 
hand not a single major bank failure in Canada has 
occurred since the year 1923, and in March 1933, 
when every bank in the United States closed its 
doors, the Canadian banking system was completely 
unaffected by this crisis across the border. On the 
other, these large banks with their head offices in 
Montreal and Toronto, with the aid of the branch 
system, have been able to expand their facilities and 
their business in harmony with the economic growth 
of Canada. 

In the period after 1890, for example, when Can- 
ada began to expand westwards from the Great 
Lakes across the prairies and the Rockies to the 
Pacific Coast, these Eastern Canadian banks such 
as the Royal Bank and the Bank of Nova Scotia 
established branches in the new provinces of Mani- 
toba, Saskatchewan and Alberta to serve the fast- 
growing rural population there. And they gradually 
became national institutions in the true sense of the 
term. They were able tu close down unprofitable 
branches in times of depression like the early Nine- 
teen Thirties, and opened new ones in boom periods 
like the era after 1945. Thus, they have adapted 
their structure to economic developments in Canada 
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in a way which would have 
been impossible under the 
American system of banking. 

Complete control of the Fed- 
eral Government over the 
banking system has been ac- 
complished by the establish- 
ment of the Bank of Canada 
—the Canadian equivalent of 
the Federal Reserve Bank—in 
the Nineteen Thirties. 


Broad Geographical Reach 


As a result of this process 
of amalgamation, banking in 
Canada today is largely cen- 
tered in the hands of a few 
very large institutions with 
their head offices in Montreal 
and Toronto and with hun- 
dreds of branches in every one 
of the ten provinces of Canada, 
from Newfoundland to British 
Columbia. Branches may be 
found in great cities like Mon- 
treal and in remote pioneer 
mining communities in the Far 
North and the Yukon. During 


the past half century, most of these banks have also 
extended operations into the foreign field, including 
the British Islands of the Caribbean such as Ja- 
the Dominican 
Republic, Puerto Rico, Mexico, and several of the 
republics of Central and South America. Both the 
Royal Bank and the Bank of Nova Scotia for many 
years did a considerable business in Cuba, but in 
1960 their properties on this island were taken 
over by the Castro Government. 


maica, Trinidad and 


Canadian Banks in Perspective 


Today the Royal Bank, the Bank of Montreal, the 
Bank of Nova Scotia, the Canadian Imperial Bank of 


Commerce and the Toronto- 
Dominion Bank rank among 
the major banking institu- 
tions on the North Ameri- 
can continent. Several years 
ago, the Royal Bank ranked 
fourth, being surpassed in size 
only by the Bank of America, 
the Chase, and the National 
City Bank of New York City. 
The Bank of Montreal was 
eighth in size among all banks 
of North America and the 
Canadian Bank of Commerce 
tenth. 

The growth of the Canadian 
banking system during the past 
fifteen years has fully kept 
pace with the remarkable eco- 
nomic and industrial develop- 
ment of Canada during this 
period. The number of bank 
offices in Canada _ increased 
from 3219 in 1945 to 4879 in 
1959, and today is well over 
five thousand. These are almost 
all branches of the big national 
banks in Toronto and Montreal 


336 





$ Million 





CANADA'S BALANCE of 
INTERNATIONAL PAYMENTS 





Balance on Current Account 


ZA Total = Merchandise Account 














1960 1961 








Barbados; 


bean region. 


just named. Canada today has 
a greater concentration of 
banking facilities per capita 
than any other modern nation; 
among the total population of 
eighteen millions, there is one 
bank branch for every 3500 
Canadians. 

The Royal Bank, headquar- 
tered in Montreal, and which 
has paid dividends every year 
continuously since 1870, now 
has 980 branches in Canada, 
the islands of the Caribbean 
and in several Latin American 
republics. 

The Bank of Nova Scotia, 
with its head office in Toronto, 
has paid a dividend continu- 
ously every year since 1883, 
and has almost 600 branches 
in Canada and in some of the 
Caribbean islands. 

The Canadian Imperial Bank 
of Commerce, the result of a 
recent merger between two 
large banks in Toronto—the 


Imperial Bank and the Bank of Commerce—operates 
a total of 1270 branches in Canada and the Carib- 


The Toronto-Dominion Bank, also the result of a 
merger between two Toronto banks, has about 570 
branches, mostly in Canada. 

The cash resources of these institutions are im- 
pressive even by American standards. In 1961, the 
Bank of Montreal had resources of $3,949 millions 


and the Canadian Imperial almost $4,584 millions. 
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Concentration of Banking Activity Has Not Stifled 
Competition 
Although banking facilities in Canada are con- 


centrated in the hands of a 
smaller number of banking in- 
stitutions, there is by no means 
a state of monopoly there. All 
remaining banks are compet- 
ing very vigorously for new 
business from coast to coast, 
and the great growth of this 
business, which reflects favor- 
able economic conditions in 
Canada during the past few 
years, is shown by the marked 
increase in their earnings. 

Earnings of the Royal Bank 
increased from $22.9 million 
in 1955 to $48.1 million in 
1960, more than doubling in 
five years. During the same 
period earnings of the Bank 
of Montreal grew from $16.8 
million to $31.6 million, and 
those of the Bank of Nova 
Scotia grew from $7.7 million 
to $14.7 million in 1960. 

And this highly favorable 
situation has also been reflected 
both in earnings per share and 

(Please turn to page 371) 
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THE EIGHTY-SEVENTH CONGRESS 
An Appraisal and Forecast 


By McLELLAN SMITH 


HE record of its Budget actions marks the First 

Session of the 87th Congress as the freest spend- 
ing Session in the Nation’s peacetime or cold war 
history—an inescapable conclusion after close anal- 
ysis of the record. Only twice has the spending of 
the First Session been exceeded—both times during 
World War II. 

For the current fiscal year (1962), President 
Eisenhower sent the Congress a Budget that de- 
noted a surplus of $1.4 billion, partly based on the 
assumption that postal rates would be hiked enough 
to wipe out an annual Post Office deficit running 
close to $750 million. 

President Kennedy revised the Eisenhower Budget 
upward to create an estimated deficit of $6.7 billion. 
Congress went along with the boost, but stalled on 
any increase in postal rates. Next year, an election 
year, will find the Solons in firm opposition to 
postal hikes. 

Reliable sources predict the President’s fiscal 1963 
budget will show a minor surplus—perhaps as much 
as $1.2 billion. Equally reliable sources, especially 
on Capitol Hill where the spending legislation is 
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enacted and where the appropriations are made, 
foresee a 1963 deficit (after all the chips are down) 
of close to $6.7 billion. It adds up to more inflation— 
although the present dollar is worth only about 
44.1¢ against one of full value in 1947-’49. 

Getting back to the performance of Congress in 
the First Session, we find that the New Frontiers 
Administration fared well in its efforts to bring 
about the eventual Fabian concept of what America 
should be—complete Government domination of all 
phases of business and of our private lives—‘“from 
cradle to grave,” with an omnipotent Washington 
bureaucracy directing the entire process. 


As Congress Acts on JFK Measures 


There were instances in which the Congress— 
particularly the House of Representatives—bucked 
the man in the White House. The Senate, with a 
top-heavy (65-35) Democratic majority, generally 
“went along” with the Kennedy requests for costly 
legislation. 

In two instances, 
refused to be bullied. 





the Upper Chamber 
the Senators swept 


however, 
Quietly, 
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the Administration-requested alteration of its con- 
troversial anti-filibuster Rule XXII under its carpet 
early in the Session, eventually to let it die there in 
September. The same thing happened to Civil Rights 
legislation, a No. 1 Kennedy campaign promise. 

The House of Representatives, largely dominated 
by the now-deceased Sam Rayburn, accepted the 
Kennedy demand that its Rules Committee be packed 
with two additional “liberal” members. Reluctantly, 
Speaker Rayburn engineered this one, but only by a 
majority of five out of 429 votes cast. Later, the 
stacked Committee turned on the Administration, 
by an 8-7 vote, to kill its classroom construction and 
teacher pay measure. 

The arrows which punctured some of the New 
Frontier balloons came from the House, “notorious” 
for its close alliance with voters at the grass roots, 
and it was largely the written protests of the indi- 
vidual, that served to stymie 
portions of the Kennedy pro- 


Lobbies at Work 


Elsewhere on the Social front, the President’s top 
priority Medical Care for the Aged, through in- 
creased Social Security taxation, lay dormant in the 
House Ways & Means Committee, despite White 
House pressure, intensive lobbying by the ADA and 
organized labor, as represented by the AFL-CIO. 
This is high on the New Frontier’s agenda for action 
early in the next Session, but its prospects remain 
somewhere between “dim” and “fairly possible.” 

Powerful lobbies support it, equally powerful 
lobbies oppose it. In the background is the resurg- 
ent Dixiecrat-Republican conservative coalition 
which objects to another “Federal invasion of the 
field of Medicine which should be above any Fed- 
eral meddling.” 

To “get the country moving again”—President 
Kennedy’s own words—a com- 
prehensive $9 billion housing 


gram. 
A Trend to the Left? 


A recently published bro- 
chure of the Democratic Na- 
tional Committee lists 33 


“achievements” of the Party 
during the First Session of the 
87th Congress. Some of them 
are relatively minor in the 
national picture, some of them 
originated with the Eisenhower 
Administration. Most, how- 
ever, denote a trend to the left. 
We review some of them here. 

As so-called anti-depression 
measures, Congress extended 
unemployment benefits up to 13 
weeks for approximately 600,- 


Administration Program For 
Next Congressional Session 


The budget for fiscal 1963, includ- 
ing further increases in defense 
spending 


Medical care for the aged 


Extension of unemployment com- 
pensation benefits 


General Federal aid to education 


Extension of Reciprocal Trade 
Agreements Act 


Labor Legislation —— Revision of 
Taft-Hartley and Landrum-Griffin 


program embodying 35-year 
Federally guaranteed mortgage 
loans (the President proposed 
a 40-year limit) for low-income 
families was enacted into law. 
The long-term, low-interest 
loans are limited to homes of 
$15,000 or less. The measure 
simply builds “slums of the 
future,” as housing in this 
price range cannot outlive the 
35-year mortgage. 

With monthly payments 
of principal and interest less 
than average rentals, and 
buyers’ equities almost negli- 
gible at the end of 18 to 20 
years, the temptation to let 
Uncle Sam “hold the bag” 


000 idled workers who had Acts 
exhausted their benefits. Added 
was special compensation for 
children of the idle workers. 
The total cost is unknown, but is variously estimated 
at from $320 million to half a billion. Like all “give 
away” measures, it expands a bureaucracy that will 
be back next year for more funds to continue a sys- 
tem of “handouts” that encourages loafing and keeps 
the bureaucrats on the payroll. 

One of the most bragged-about pieces of economic 
legislation was the Area Redevelopment Act, carry- 
ing $396 million for long-term, low-interest loans to 
economically distressed areas—cities and counties— 
where industry has not kept abreast of progress, or 
where the citizens are simply unwilling to seek a 
livelihood in other areas. 

One Democratic Member of the Upper Chamber 
forecast that ARA will burgeon into a bureaucracy 
that will demand as much as $2 billion annually 
in a short span of years. 

Social Security amendments raising benefits for 
3.7 million presently retired persons, but without 
accompanying SS tax increases to “pay the freight,” 
also rank high on the list of “accomplishments.” 

Cost is not yet known, not even estimated by 
any responsible Government or private source, but 
it is certain to “nick” the $22 billion Social Secur- 
ity trust fund just at a time when annual income 
was inching ahead of annual outgo. 
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on mortgage guarantees will 
be close to overwhelming—a 
debt for the next generation 
to pick up. 

The President’s request for a $1.25 minimum 
wage ran into sufficient GOP-Dixiecrat opposition 
to break it into two steps—$1.15 now, $1.25 in the 
next two years. Coverage was extended to about 
3.6 million workers against the 10 million requested 
by the President. 

Primarily a vote-getting measure that had the 
enthusiastic support of the AFL-CIO (for organi- 
zation propaganda), the new minimum wage law 
will not seriously affect the national economy. 
Definitely, however, AFL-CIO will use it in the 
Congressional elections of 1962 in an appeal for a 
more liberal Congress. 


Legislation Passed in Last Session 

Legislative “positives,” in the opinion of the 
Democratic National Committee, include Federal 
assistance for water pollution control (primarily a 
state and municipal problem); doubling of funds 
for space exploration; funds for a saline water con- 
version program, initiated by the GOP during the 
Eisenhower Administration. 

Other “positives” the Democrats claim credit for 
are purely figments of the imagination. They brag 
about the creation of more than 70 new Federal 
judgeships, demanded three years ago by Mr. 
Eisenhower, but stymied by a Democratic Congress 
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in the hepe (realized) that a Democrat would oc- 
cupy the White House when the appointments were 
to be made. 

The New Frontiersmen crow over extension of 
the Civil Rights Commission, but ignore the fact 
that the original Commission had the wholehearted 
support of Mr. Kennedy’s predecessor in the White 
House. Another subject of credit is “extension” of 
emergency excise levies, the corporate income tax 
rate of 52%—all extended five or six times at the 
request of President Eisenhower. 


The Budget and the Dollar 


On the negative side of the ledger, the First 
Session of the Democratic 87th Congress has to face 
up to the fact that its 
reckless expenditures and 
appropriations necessi- 
tated a hike in the sta- 
tutory debt limit, a sure 
cause of present and fu- 
ture inflation as the dollar 
now threatens to drop 
below 44 cents. 

To its credit, Congress 
negated the President’s 
idea of “back door” spend- 
ing by borrowings from 
the Federal Treasury for 
Foreign Aid rather than 
by direct Congressional 
appropriations. In this 
area, the Solons also de- 
manded tighter control 
over Foreign Aid expen- 
ditures through appoint- 
ment of a general over- 
seer of the program with 
absolute powers to “hire 
and fire” and otherwise 
see that taxpayer aid dol- 
lars accomplished some- 
thing other than the pur- 
chase of ill will. 

Budget-wise, we find 
that the First Session of 
the 87th Congress, which 





And this unfinished business can run into real 
money if all of it becomes law. Hopefully, some of 
it is doubtful, possibly impossible of achievement, 
but some of it will clear both Houses. 

Let’s take them, one-by-one, but not necessarily 
in the order of New Frontier’s priority. 

& Medical care of the aged through the Social 
Security system is high on the President’s “must” 
list. It never got out of House Ways and Means 
Committee in the First Session, may get out in the 
Second, but if so it will find stubborn opposition in 
the House of Representatives, far more conserva- 
tive than the Upper Chamber. 

» Extension of unemployment compensation ben- 
efits, limited to 13 weeks in the First Session, with 
added benefits for chil- 
dren of the idle. This will 
come up again and, in an 
election year, probably 
will get by, but linking 
to it a provision for costly 
Federal retraining of 
workers displaced by auto- 
mation or other industrial 
progress is doubtful. Con- 
gress will almost certainly 
stand by a previous view 
that such retraining is a 


problem for labor and 
management, not a tax- 
paid burden for all the 
people. 

®& General Federal aid 
to education — classroom 
construction and teachers’ 
salaries — is another 


“must” in the President’s 
book, but it is doubtful 
that Congress will ac- 
quiesce. Involved is the 
religious issue, help for 
parochial and other reli- 
gious dominated schools. 
Further, the recent action 
of the House of Bishops 
of the Catholic Hierarchy 
in the United States, con- 


was handed an Eisen- demning such aid, puts 
hower Budget with a $1.4 President Kennedy addressing First Session of this one “in the pigeon 
billion surplus, accepted 87th Congress. Unfinished business faces the hole.” It will come up, 
the Kennedy revisions to Second Session, which convenes next month. that is sure, but the com- 
reflect a deficit of $6.7 bination of Catholic op- 


billion. To Congressional credit, it can be said that 
Kennedy requests totaling $85.6 billion were wittled 
to $84.3 billion, neither figure representing the 
fixed $9.2 billion charge for interest on the Federal 
debt. 


When Congress Gets Down to Business 


What can be looked for next January as the 87th 
gets down to the business of its Second Session? 
The question is a fair one, but the answer is difficult. 
As this rolls through the author’s typewriter there 
are reliable reports that the President will send the 
Congress a Budget showing a surplus of $1.2 bil- 
lion, almost half of it contingent upon postal rate 
hikes—and these are utterly impossible in an elec- 
tion year. So what? We can only turn to pending 


legislation, the unfinished business of the First 
Session. 
DECEMBER 16, 1961 


position and objections by the Dixiecrat-Republican 
coalition spells its doom. 


& Another top piece of legislation is extension of 
the Reciprocal Trade Agreements Act, and this 
promises to be an issue of no mean proportions. The 
President is wholeheartedly back of extension, plus 
active U. S. participation in the European Common 
Market. 

®& Involved in the foreign trade issue is the Con- 
stitutional provision that all revenue and tariff 
matters originate with the Congress, and there is a 
tendency—noticeable now—for the Congress to take 
back those powers it has delegated to the Executive 
Branch. Despite enthusiastic endorsement by the 
President of broadened world trade through exten- 
sion of the RTA Act and our participation in the 
European Common Mar- (Please turn to page 372) 
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~~“ Tnside Washington 


CASTRO, Cuba’s undisputed dictator, has “laid it on 
the line” that he is, and has been, for a long time, 
a dedicated Marx-Lenin Communist. It is of no par- 
ticular surprise to our State Department or our 
intelligence forces. It does, however, bring the whole 
thing into the open — confirms to the U. S. public 
that we have a potential Red missile base within 
90 miles of our shores. Missing from the Castro 





WASHINGTON SEES: 


Demise of the United Nations is about three 
years away — maybe a little more, a little less, 
but the “handwriting on the wall” is plain to all 
who will use their eyes. And this does not come 
from sources which have always been opposed 
to our membership in the multi-nation organiza- 
tion to preserve the peace of the world. 

Rather, it is the considered opinion of many 
high in Washington diplomatic circles, including 
some within our own State Department and other 
Administrative sources, who flatly decline to be 
directly quoted at this time. 

A consolidated summary of opinion is: 

“The U. N. is now definitely ineffective as a 
peace preserving organization. It failed in the 
Congo, couldn't keep Cuba from becoming an 
all-out Communist State; has dilly-dallied with 
the whole Latin American situation, depending 
upon the vacillating Organization of American 
States; has no effective means of collecting as- 
sessments levied against its members — would 
even be ‘broke’ now but for financial aid from 
the United States— and is now burdened with 
the voting power of newly-independent nations 
without the capacity to realize their responsi- 
bilities in an organization of this nature. 

“During its whole life, the United Nations has 
been nothing more than a world-wide sounding 
board for the Communists, openly avowed ene- 
mies of the free enterprise (capitalistic) system. 
Like the former League of Nations, it is certain to 





topple of its own futility.” 
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declaration of Red ties is positive support from 
Moscow. The bewhiskered boss of the Pearl of the 
Antilles is in an economic jam that he can’t very 
well get out of unless Khrushchev’s Red Russia buys 
more sugar and other Cuban goods. We continue to 
buy a lot of Cuban tobacco, but public criticism may 
force a reversal, in which case the economic collapse 
of Mr. Castro may be nearly complete. 

LABOR’S Congressional influence wanes. This comes 
from labor, Congressional and Executive sources 
as the Second Session of the 87th Congress pre- 
pares to reassemble next month. Largest, most ex- 
pensive and best housed lobby in Washington is 
that of the AFL-CIO and other unions, but this 
time it is without threat to the Solons. There is a 
bad schism within the House of Labor itself 
Industrial Unions versus the Craft Unions; forces 
within the movement would oust aging George 
Meany as AFL-CIO president; labor forces are 
demanding liberal legislation that the Congress will 
not go along with. A thumb-nail sketch of Congres- 
sional opinion would be, “It is time that labor came 
up with something for the good of the country, not 
just to the advantage of the bosses of labor.” 


TAX HIKES early in next Session of Congress are 
“inevitable if we are to preserve our national sol- 
vency.” The words are those of Capitol Hill’s most 
vigilant “watch dog” of the Treasury, who forecast 
that the 1963 Kennedy Budget will show a very 
“iffy” surplus. (Editor’s note — “leaks” from high 
sources put the anticipated surplus at just short of 
$1.4 billion). Continuing (in a private interview 
with this reporter) the Capitol Hill figure em- 
phasized that our real national debt is “far and 
above” the present statutory limit of $298 billion, 
with borrowings from the Treasury now standing 
close to $29 billion, “much of it loaned out on soft 
security.” “In the background,” he added, “are 
billions of Federally guaranteed mortgages, many 
of which may be defaulted with resultant heavy 
losses and further impairment of our fiscal struc- 
ture.” It is a far from comforting outlook, but the 
integrity of the source cannot be doubted. 
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Moon Voyage May Be Closer Than We Think. 
In a message to Congress some months ago, 
President Kennedy set a sort of vague target 











date “of within this decade." It now 
develops that National Aeronautics and 
Space Administration (NASA) officials see 
accomplishment "by 1965, and far ahead of 
the Russians." Tight-lipped, they give no 
details supporting their optimism, but it is 
a fact that NASA is headed by an executive 
of proven ability — not a scientist — 
James E. Webb, a Budget Bureau chieftain 
during the Truman Administration. Webb is 
not a "driver," but he has the knack of 
getting the job done. Further, a source close 
to Mr. Webb has said that “eighty percent 

of the job will be done by private industry, 
with the Government acting, primarily, as 
nothing more than a co-ordinating set-up." 









































unstinted aid of private enterprise, nor 
would we try to.* 

Elsewhere on the space front, the 
Nov. 29 malfunction of the chimpanzee- 
bearing, orbital space capsule, is "not 
too discouraging," according to a reliable 
NASA source. He readily admits it may mean a 
delay until next year before we successfully 
orbit Astronaut Lt. Col. John H. Glenn. 
This, however, will not retard a program 
of successful flight to the moon (and 
return), he declared, adding that although 
orbiting the Earth and shooting straight 
for the moon have “similar and related" 
problems, there "will be no delay in the 
NASA moon program with a 1965 or 1966 target 
date of accomplishment." 





’ 


Urban Transportation Problem “Worse Than Acute.’ 
This is the asserted opinion of a Washington 
bureaucrat who would like to see the Housing 
and Home Finance Agency “take over" the 
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transit problems of all urban areas. He 
thinks of long-term loans to local transit 
systems, but with Federal supervision. 

As yet, he has not advocated limitation of 
automobile distribution, compulsory car 
pool operations and complete abolition of 
on-street parking, but they all revolve in 
his mind. On a related note, Washington 
agencies for months have been inducing 
employees to enter car pool arrangements. 
Success has not been outstanding but there 
has been some eaSing of traffic congestion 
during rush hours in the Nation's Capital 
City. 


U. S. Air Transport Industry “In Trouble.” 
This is the verdict of a transportation 
expert with a privately endowed research 
organization, but confirmation of his 
opinion is not yet available from the Federal 
Agencies involved — CAA and CAB. He (the 
expert) says that growing plane capacity 
and intensified competition in air trans- 
portation have created financial problems 
which "only radical departures from present 
policies may cure." Incidentally, he does 
not catalog the "radical departures from 
present policies" that would be curative, 
but asserts the Federal Government must 
assume responsibility for policies and 
programs to create an adequate "total 
System of modern transportation," noting 
on the side that today air travel exceeds 
that of rail and bus combined. He said that 
air financial reverses in the present year 
were second only to the big deficits that 
were piled up in the first postwar year 
of commercial flying. 




































































No Solution To Costly Farm Problem In Sight. 
This is the considered opinion of a Capitol 
Hill agricultural expert of nearly 30 years 
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standing. In a confidential interview with 
a representative of this Service, he said, 
"Let's be honest about it, Congress does not 
have, cannot find, the solution and we won't 
find it in the next Session. In my long 
service on this Committee (Agriculture) we 
have had many panaceas advocated by the 
White House and Members of the Committee, 
but none of them have worked. We simply 
cannot cut the farmer adrift — tell him to 
go back to free and open markets under the 
private enterprise system, but we still do 
not have the answers that will assure his 
survival. The current plan is going to cost 
$2 billion more than was estimated, both by 
Congress and the Administration." (See 
article on 87th Congress, starting on page 
337 of this issue.) 









































“Cradle To Grave” Controls In The Making. 
Cooking in the minds of the Fabians within 
the Administration is an all-inclusive plan 
to control the individual, literally from 
"cradle to grave." Congress has already 
authorized Internal Revenue Service to 
number all tax records by the person's Social 
Security Registration number. Now the 
Fabians would go a step or two further in 
regimentation. Social Security numbers, by 
law, would be obtained with issuance of the 
birth certificate, while retirement at 
age 65 (physically or mentally able or not) 
would be compulsory. The concept is that 
an all-wise Washington bureaucracy would 
then be able to "control" the allegedly 
Serious problem of unemployment "caused by 
the oldsters holding jobs that should be 
available to the present and coming 
generations." Very possibly it all will be 
presented to the next Session of Congress, 
but of a surety it is headed for a Committee 
"pigeon hole" for possible "future 
consideration." 











New Bank Interest Rate Helpful But Not Liberal 
Enough. Recent Federal Reserve Board ruling 
that member banks may pay as high as 4% on 
Savings deposits of one year, or longer, 
standing will be "helpful, but it should not 
have had this time limitation; should have 


applied to all savings deposits," according 
to one well-known Capital City banking 
authority. He pointed out that building and 
savings and loan associations — almost 
universally — are paying "at least 

4%, compounded quarterly, and that 

Still leaves the major banks in a poor 
competitive position." In the meanwhile, a 
quick survey by this Service reveals that 
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savings institutions, Federally guaranteed, 
are paying from 3%% to 5%, compounded 
quarterly. 


Business Still Lags In The Political Arena. This is 
the verdict of the National Association of 
Manufacturers, the National Chamber of 
Commerce and numerous Trade Associations. 
All of them declare that Organized Labor and 
other "liberal" groups are "running rings 
around business" in the area of politics. 
Labor and the liberal organizations really 
work at politics from the precinct level. 
Business groups take a too lofty approach to 
the problem — spend too much time in 
seminars, too little time with the grubby, 
grimy work of getting the citizens to 
register, fully acquainting them with 
issues, and transporting them to the polls 
on election day. 


Stable Steel Prices Baffle Organized Labor, Please 
Administration. Passage of Dec. 1 without 
"across-the-board" hikes in steel prices is 
cause for worry in top labor circles, 
especially "Dave" MacDonald's United Steel 
Workers of America. The labor "wheels" see 
the firm prices, despite wage hikes, a 
bargaining point for management that will be 
difficult to overcome when contracts are 
due for renewal and renegotiation next year. 
Further, some of the union executives 
privately concede that "public opinion is 
running against the unions at this time, 
will be even harder to overcome if we pull 
a strike next year." The man in the White 
House says nothing, merely grins. 


Supersonic Jet Air Transport About Three Years 
Away. This is the considered opinion of 
Federal and private experts in the field 
of air transport. On the drafting boards is 
a craft with a theoretical speed of 2,100 
miles per hour at altitudes in excess of 
13 miles. In the works is a Federal Aviation 
Agency (FAA) request to the Air Force to let 
contracts to private industry to develop 
the high-speed craft. It is expected that 
Federal research costs will run to $550 
million, including $11 million appropriated 
during the last Session of Congress. It is 
not entirely an Air Force undertaking — 
National Aeronautics and Space Adminis~ 
tration (NASA) will co-operate, as will 
other Federal agencies. In the meanwhile, 
the Air Transport industry has serious 
financial ills that are detailed in the 
third item of this articlo. 
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IS NEUTRALISM 
NONSENSE—OR A DANGEROUS GAME? 


By NORMAN A. BAILEY 


> The folly of playing at “sitting on the fence” is toppling one after 


another of the neutralist leaders. 


& Why the U. N. anyway — when firm decisions must be made and 
debating leads only to action that is too little and too late. 

& Are we going to let the O. A. S. tell us what to do about Cuba and 
the Dominican Republic — be guided by liberal extremists who 
have aiways been wrong — or use the native courage and common 
sense that is sure to see us through? 


RIME Minister Jawaharlal Nehru of India, 

Dean of the world’s neutralist leaders, recently 
paid a visit to the United States, which has often 
been characterized by him as one of the warmon- 
gering nations of the world and a leader in world 
imperialism—and which in return has poured bil- 
lions of dollars into India in a vain attempt to get 
its socialist economy on the road to industrial 
growth. 

In the course of his trip, and presumably in 
deference to his hosts and to the growing annoy- 
ance with neutrals on the part of the American 
people and even, mirabile dictu, the present liberal 
administration, Nehru was heard to remark that 
the Russians behaved in a “brutal manner” in Hun- 
gary in 1956. He hastened to add, however, lest he 
should lose his credentials as head neutral, that this 
brutal action was undoubtedly due to the fact that 
the Russians had been scared by the Franco-British 
invasion of Egypt. This self-proclaimed “moralist”’ 
apparently is unable to see the difference between 
international police action taken as a result of an 
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unprovoked act of piracy by Egypt, and the crush- 
ing of the aspirations for freedom of the entire 
Hungarian people. 

Later on, speaking to a convention of students 
gathered in the Hotel Commodore for a weekend 
conference sponsored by the Collegiate Council for 
the U.N., Nehru remarked on the basic similarities 
of the American and Russian people, both “frank,” 
hospitable and exceedingly friendly people. “They 
want to like each other and they want to be liked.” 
From this travelogue description Nehru deduced 
that there was no difficulty in “... the United States 
and the Soviet Union co-existing; living it and prac- 
ticing it.” 

At the very moment that Nehru was mouthing 
these typically meaningless generalities the Indian 
Congress was being told that the Red Chinese had 
violated the Indian border eleven times since the 
agreement on border points of April, 1960. Parlia- 
mentary Secretary J. N. Hazarica’s description of 
“co-existence” in practice, was as follows: “These 
fresh instances of violation of Indian territory by 
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the Chinese establish conclusively that the Chinese 
are guilty of further aggression against India and 
their protestations to the contrary are only a cloak 
to cover up renewed incursions and aggressive 
activities.” 

Nehru himself followed up this attack with the 
statement that “India will take effective steps to 
recover territory in the possession of China.” He 
also stated that “the situation has changed pro- 
gressively in our favor, military and otherwise.” 
His proof of this appeared to be that the Reds had 
advanced their checkpoints in Ladakh about twelve 
miles. This definition of a situation changing “pro- 
gressively” in his favor is typical Nehruist thinking, 
where retreat is ad- 
vance, advance is re- 
treat, and communism 
is democracy. 

To further add to 
the irony, India’s left- 


wing Minister of De- 

fense, V. K. Krishna ane x 
Menon had, a few days CAMBODIA x 
earlier, told the United INDONESIA 

Nations that Ameri- CEYLON 

ca’s underground test- IRAQ 

ing was as bad as EGYPT 

Russia’s atmospheric YEMEN 

testing, and that con- veOOeiAVIA 

sequently there was 

no choice to be made pn 

between the two coun- GHANA 

tries on this score. GUINEA 

Three Chinese com- CONGO (FORMER BELGIAN) 
munist Reds walked MOROCCO 


out of a meeting which FINLAND 
Nehru addressed in 
Calcutta on December 
2, and during which he attacked the Chinese incur- 


sions into the Indian border. Other delegates from 
communist nations remained in their seats. 


Neutralist Bluff Being Called 

The growing impatience with unneutral neutral- 
ism in this country, an impatience that one assumes 
was imparted by President Kennedy to Nehru, 
coupled with the renewed Chinese attacks on the 
Indian border, and Mao-Tse-Tung’s challenge, may 
now result in an “agonizing reappraisal” on the part 
of the Asian leader. 

Nasser—The neutralists recently suffered another 
blow when their second-in-command, Nasser, was 
forced to withdraw from Syria, a move which played 
havoc with his prestige in the Middle East and else- 
where. The Belgrade “summit” meeting may well 
have been the last at which the present cast of 
players will be represented. 

It is very likely that a new alignment of nations 
is in the making, with those neutrals directly at- 
tacked by the communist empire necessarily looking 


to the West for protection, while some of the others . 


will show more openly their communist sympathies, 
as soon as they feel the moment is propitious. The 
one advantage of the present weakness of Western 
policy may be to embolden some of the “neutrals” 
to proclaim their true allegiance, in a manner so 
blatant that even an American “liberal” will have 
to recognize it. 

Tito—Another “neutralist” leader is being exam- 
ined more closely now. A congressional study pre- 
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pared for the Senate Internal Security sub-commit- 
tee by Dr. Charles Zalar, a former Yugoslav diplo- 
mat, now associated with the Library of Congress, 
disclosed that much of the aid we have poured into 
Yugoslavia since Tito’s break with Stalin in 1948 
has gone to weaken the position of the West. 

Not only has the United States supported com- 
munist Yugoslavia to the tune of one-half to two- 
thirds of the Yugoslav budget annually (and with 
nothing in the way of a quid-pro-quo)—but in 
turn Tito has used part of the money to finance 
the neutralist movement throughout the world, 
some of his credits going to India, Ceylon, Indo- 
nesia, the United Arab Republic, the Sudan, 
Ethiopia, Ghana and 
others. In conclu- 
sion, the report 
stated that “... it 
is only reasonable to 
expect that Tito will 
fight on the Com- 
munist side.” 

It is to be hoped 
that this new evidence, 
added to that which 
has been accumulating 
for years and the re- 
cent craven perform- 
ance of the neutrals at 
the Belgrade Confer- 
ence, will stiffen the 
Administration’s re- 
solve to look more 
closely into the moti- 
vations and underly- 
ing philosophies of the 
so-called “neutral” na- 
tions before pouring 
more of America’s wealth into them. 


United States Footing the Bill for What? 

United Nations—America’s wealth is also being 
poured into the United Nations’ Congo operation, 
whereas the communist bloc refuses to pay any- 
thing at all. Nevertheless, the actions of the U.N. 
troops up to this point have all been directed against 
the pro-Western government of Moise Tshombe in 
Katanga, while pro-communist Antoine Gizenga has 
been rewarded with the post of Vice-Premier in the 
new central government and his satrapy in Oriental 
Province has not been touched. 

In the name of order the U.N. is attacking the 
only province which has been able to maintain rela- 
tive order since independence. If the U.N. were 
truly impartial this would be bad enough, but in 
actual practice the U.N.’s actions, whether deliber- 
ate or not, actively aid the communist cause. 

Outvoted and Outwitted—The United States is 
now outvoted in the General Assembly, and will 
also be outvoted in the Security Council when the 
inevitable shift in geographical allocation of seats 
comes about. Another sign of the ideological shift 
of the United Nations is in the person of the new 
neutralist Secretary-General, U Thant of Burma, 
put into the position with the support of the United 
States. Trygve Lie and Dag Hammerskjold at least 
came from countries firmly aligned with the West. 
Lie’s sympathies were openly and obviously West- 
ern. The situation with Hammerskjold (the Bang- 
Jensen case, the Congo) was less clear and with 


attempt to 


communism remain neviral 
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IMPORTANT NON-FERROUS 
METALS PICTURE FOR 1962 
By Caleb Fay 
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— Which are in the Best Position? 
By Robert B. Shaw 


In our January I+ issue last vear we called 


attention to the change in the fortunes of 


the rails, and that they had suffered from 
consideration as a group instead of on in- 
dividual investment merit. Then the rails 
began to move. 

Phis feature now deals with the prospects 
for settlement of various rail problems — 
the possibility of constructive conversion 
of roads into transportation companies — 
through mergers —and suggests those 
likely to considerably improve their earn- 
ings-dividend position — and make prog- 
ress in 1962 —those to remain static — 
or continue to tussle with their problems. 
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U Thant we probably can expect the usual neutral- 
ist pro-communist unneutrality. At the very least 
it is time to apply Article 19 of the U.N. Charter 
against the non-paying members of the Soviet bloc, 
and either force them to pay or to lose their vote in 
the General Assembly. 


How Foolish Can the Liberals Get — How Dangerous? 


An ironic sidelight to recent history is dictator 
Khrushchev’s current trip through Siberia to find 
out what is going wrong with Soviet agriculture. 
During the recent 22nd Soviet Communist Party 
Congress Khrushchev had boasted of the tremendous 
advances of Soviet agriculture, and had claimed 
that yield per acre had surpassed that of the United 
States. Now by his own admission it appears that 
these boasts were to be given no more credence than 
most other Soviet claims of economic prowess. 

The “liberal” press, of course, will continue to 
proclaim that we are losing the race with Russia, 
and that we are losing it because we ourselves are 
not sufficiently collectivized. It is high time that the 
Western world, and particularly the Western “lib- 
erals,” began to examine Soviet claims of economic 
progress with the proper measure of scepticism. 
Altogether too much reliance is placed upon faked 
Soviet statistics and unfounded claims. The recent 
pendulum-swings in the West between panic-stricken 
hysteria and lethargic apathy are largely due to the 
constant cries of “wolf” emanating from the liberal 
camp. 

The two most dangerous approaches to the com- 
munist threat are either to over-estimate it or to 
under-estimate it. The “liberals” do both, alter- 
nately, and thus we are treated to the spectacle of 
smug assurance alternating with the most abject 
despair. Neither reaction will aid the cause of free- 
dom in any way. Only realistic appraisal followed 
by equally realistic action will do the job. 


The Tragedy of the Muddled Liberals 


Recently I was invited to participate in a Confer- 
ence on Disarmament held at Columbia University. 
I was appalled by the utter unreality of the atmos- 
phere of this gathering. One of the most disturbing 
aspects of it was the constant reiteration of the 
theme that the American people must be taught to 
be less distrustful of the Soviet Union and of com- 
munist motives. 

No one indicated why the American people should 
be less distrustful of a power which has constantly 
broken its agreements with other nations and which 
just cynically broke the bomb-testing moratorium. 
It is this type of thinking which will put us into the 
hands of the communists without it being necessary 
for them to fire a single shot directly at an Ameri- 
can soldier. Little wonder that they are so much in 
favor of “co-existence.” If we continue to co-exist 
as we are, with our forces occupying progressively 
less of the globe, and the communists progressively 
more, we will soon be co-existed out of existence. 


Let's Get the O.A.S. Off Our Back — and on Castro's 


The Organization of American States meets in 
January to take up the problem of communist in- 
filtration in the Western Hemisphere, with obvious 
reference to Cuba. A two-thirds vote to impose 
sanctions is probably obtainable. Such a vote would 
give us all the legal excuse we needed to take action 
against the communists on our doorstep, and would 
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demonstrate to the nations of Latin America that 
this country once again means business, a lesson 
that is sadly needed. 

Fidel Castro has recently proclaimed that he is a 
“Marxist-Leninist, and will be one until the day I 
die.” It is to be hoped that the Herbert Matthews 
of this world have taken note. 

All of us who were convinced, on the unimpeach- 
able evidence of his actions in Cuba since taking 
power, that Castro is a communist, have been sub- 
jected for months to the constant carping of those 
who have claimed that he was merely an honest 
reformer who let things get out of hand. It seems 
that we heard the same nonsense about Mao-Tse- 
Tung and the Chinese communists, who were char- 
acterized as harmless “agrarian reformers.” These 
“liberals” learn nothing, and forget nothing. They, 
not the conservatives, are the true “minds of the 
nineteenth century,” since their vision extends no 
farther than the sweatshops of Dickens’ London. 

Immediately after receiving the news, however 
well known previously, that Castro had finally pro- 
claimed his communism, the Caribbean command 
should have been sent into action. This, of course, 
was not done, but the least the United States can do 
to save a shred of its dignity, prestige and strength, 
is to demand sanctions at the O.A.S. Foreign Min- 
isters’ meeting. 


Backing of New Dominican Government Is In Order 


Another Caribbean country, the Dominican Re- 
public, is also in a state of turmoil, following the 
assassination of long-time dictator Rafael Leénidas 
Trujillo in May of this year. The Trujillo family 
is now entirely out of the island, and President 
Joaquin Balaguer is attempting to restore order and 
establish a coalition government with the opposition 
parties which came into being upon the death of 
the dictator. 

Despite the support of elements of the American 
Navy, and despite the fact that he apparently can 
count on the Dominican armed forces, no agreement 
has yet been reached. Some of the opposition ele- 
ments are genuine patriots, others are Fidelistas, 
who have no other aim than to overthrow the gov- 
ernment and establish a communist dictatorship. 
These elements can be identified by the degree of 
their intransigence towards the Balaguer régime. 
Despite China and Cuba, we are now undoubtedly 
in for another spate of warnings against interfer- 
ing with the “agrarian reformers” of the Dominican 
Republic. The United States government had better 
act fast and put on whatever pressure is necessary 
to see that a stable government is established. 


The Outcome for the West 


Another example of too little and too late which 
is in the works, but which can still be avoided is 
our foot-dragging regarding come sort of association 
with the European common market. The world 
is being organized in regional economic blocs, 
and if we do not act fast the U.S. will find itself 
isolated, and with a constantly declining volume of 
exports. The European Common Market is not a 
wild-eyed world federalist dream, it is a concrete 
reality which will have to be taken into account. 
The Free World is one, or it is nothing, and every 
demonstration of the vitality of capitalism versus 
communist failures and muddling is a step in the 
direction of the preservation of freedom. END 
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More Growth Ahead 
For FOOD COMPANIES As They Move 


Into Huge Foreign Markets? 
— After Sharp Rise in 1960 and 1961 


By EDWIN CAREY 


> A meaningful story of food company operations abroad — versatility of their set-ups — 


expansion programs. 


& Their enormous success in launching products in the individual countries — interesting tea-drinking 
Japan in Maxwell House Coffee — how Borden helps to solve unemployment problem in 
County Cork, Ireland — developing new tastes for the foreign palate — intriguing the 
interest of housewives from all lands in American food products. 

> Companies that include their profits from operations overseas in their balance sheets — those 
who do not consolidate foreign earnings — companies in the best position. 


HE food companies are beginning to make dra- 
matic gains abroad, penetrating the 270 million 
population Free European market as never before. 
This does not imply that the U. S. market of 1s!) 
million is fully saturated, but it is true that the 
going is getting progressively tougher here. 
Total sales of foreign subsidiaries of domestic 
food companies are expected to jump 15% in i961 
over 1960, and industry sources look for a minimum 
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further gain in 1962 of 10%. This 25% gain in two 
years is soothing music to investors who have 
watched the food stocks go higher and higher, pos- 
sibly heading toward dangerous ground unless earn- 
ings growth can be sustained or accelerated. For 
example, since last year’s first quarter—at the 
beginning of the recession that we are now climbing 
out of—Beech-Nut has soared from 33 to 85; Camp- 
bell Soup from 45 to 130; Corn Products from 23 to 
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61; General Foods from 49 to 102; Heinz from 26 to 
70; and Standard Brands from 35 to 85. One con- 
servative-minded portfolio manager for a large 
pension fund who bought the food stocks for their 
stability in case of recession scratched his head in 
disbelief. 

“The risk now is not in the earnings,” he said, 
“but in the price-earnings ratio. I wish I knew 
whether this higher market appraisal of earnings 
is typical or temporary.” There is good reason to 
wonder. In less than two years the price-earnings 
ratio of a number of food processors has in- 
creased from 13 to 17 times to a range of 27 to 35 
times. 


New Earnings Source Needed 
To Justify Scarcity Values 


A HUGE FOREIGN MARKET 
FOR U. S. FOOD COMPANIES which is 50% larger than 


shopping once a week at the supermarket, loading 
up the car, is something new there even to car own- 
ers. Surprisingly enough, the remarkable success of 
Volkswagen over the last few years is already 
changing shopping habits. American packaged food 
products are being adequately displayed for the 
first time, and convenience products are going over 
well. 


A Matter of Incentive 


Two years ago Campbell Soup set up its first 
major foreign operation—a soup plant in England. 
In the first year sales were triple the budgeted 
expectation. Such a reception in itself provides a 
tremendous incentive to tap 
this free European market, 
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the American market in 
terms of population. There 
are other incentives. When 
Borden set up a plant in 
Ireland the Irish govern- 
ment gave the company an 
outright grant of $280,000 
(one-third the cost of the 
plant) plus tax advantages. 
And no wonder. Berden 
helped solve a chronic un- 
employment problem in 
County Cork and enabled 
the government to elimi- 
nate milk and butter sub- 
sidies. Belgium, Holland, 
and Italy also offer tax ad- 
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short supply, so up go the 5,298,000] bury in Ghana, have made 
prices. However, if further the government a partner 
earnings gains can be made in their business, or in 
by expanding into large Total population of Evropean Common Market and some cases local men of 


foreign markets, the higher British Free Trade Area 


stock prices could be jus- 
tified. 

The reasons for the growth abroad were well 
summarized by President Murphy of Campbell Soup 
when he said that non-Communist Europe is “going 
middle class” and discovering the advantages of 
convenience foods so well known to the American 
heusewife. 


Change in Shopping Habits Required 


Then, too, the supermarket is finally becoming 
established in Europe, and this development permits 
the mass merchandising of packaged items. The 
trend toward supermarkets was delayed because of 
the lack of cars owned by family units. Food mar- 
kets had to be within walking distance or bicycling 
range, and this condition required a large number 
of stores, encouraging the survival of the corner 
grocery store. In addition the shopping habits of 
the European housewife had become well entrenched 
—a trip each day for bread and milk. The idea of 
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compared with United States 185,000,000 


more then 270,608,088 influence have been given 


interests to provide a friend 
to ward off the threat of expropriation. Of course, 
governments can fall and local big-wigs can lose 
favor. The risk in Western Europe fortunately ap- 
pears less imposing than in Ghana. (Increased 
willingness of U. S. companies to invest in Europe 
is shown by the estimated 43% increase in capital 
expenditures made there by American food and bev- 
erage companies in 1961 over 1960.) In some in- 
stances pressure on profit margins is developing in 
Europe, but they are still noticeably better than in 
the United States. In 1960 Borden, for example, had 
an after-tax margin of 6% from its foreign opera- 
tions vs. 2.8% domestically. Heinz derives about 
two thirds of its earnings from abroad on only one 
half of its sales. 

Still another incentive exists for going abroad. 
Robert Kennedy’s Justice Department is busy look- 
ing for cause to slap companies with anti-trust 
decrees. He has a weaker case, however, where an 
American company through its foreign subsidiary 
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Statistical Data on Food Processors 

















Ist 9 Month -— ~1960——— Indic. 
Net Sales Net Profit Net Per Earned Cash 1961 Div. 
1960 1961 Margin Share Per Earn. Div. Price Range Recent Yield 
1960 81961 1960 1961 Share Per PerShare 1960-61 Price % 
—-(Millions)—— % % Share ad 
aE $N.A. $N.A. N.A.% N.A.% $.691 $.601 $3.69 $658 $2.00 5234-32 43 4.4% 
Beatrice Foods 241.8- 271.4- 1.70 1.3 1.24* 1.312 3.14 5.40 1.60 825-37 82 1.9 
Beech-Nut Life Savers ...............c:c0000 N.A. N.A. N.A. NLA. 1.87 2.20 2.80 3.41 1.80 88 -32'2 83 2.1 
I accedink saci adcad aiemein vacmaniaeapiehaibagis 713.2 758.4 2.9 3.0 2.09 2.16 2.71 4.22 1.50 79\4-40\4 78 1.9 
I PID cncssseccncncccsecseseccccceneee 162.72 173.3° 4.0 4.5 64° 69° 1.53 2.20 70 3678-1358 33 2.1 
SITTIN 3s: sicnssvicinvincnssoninbonnnnenes 548.15 572.43 7.5 8.7 3.707 3.953 3.954 5.37% 2.00 130%2-45 128 1.5 
Comsatidated Feeds ..00:...000.0000cecsse0s0se000 424.8% 509.25 1.7 1.6 2.275 = 2.205 2.20 3.614 1.105 49%-2138 39 2.8 
Corn Products Co. ........0:000200.-. istanteoad 519.2 549.6 5.3 5.4 1.26 1.34 1.80 2.51 1.20 63 -23% 63 1.9 


Foremost Dairies 





I aka 562.6" 6.7 6.2 
III os cnicnsdcsictacniamievbtandbcbenlilesessene 537.87 575.57 2.1 2.2 
I cat 69.8" 75.2- 5.5 6.0 
I METIS -iincsicnsiincinetnnaptnisieniationnniieneniibes 365.9% 3.5 3.5 
Hunt Foods & Industries ....................... 73.8" 76.1> 3.1 3.3 





Libby, Mc Neill & Libby ....................... 294.75 270.0° 1.4 9 
I III srecinnaincnticnnipediocianiniznnseins 341.4 357.5 6.1 5.4 
National Dairy Products .................... 1,250.8 1,349.9 3.0 2.6 
IIIT EEE THRIIID ‘puicveccnncisvesecandetbonnenauennundehans N.A. N.A. N.A. NLA. 
I aisha a an ausccastaacaantinonnations 108.5- 107.9% 2.4 2.1 
Pillsbury Company ................. . 373.87 384.97 1.7 2.0 
EER eee 321.85 338.99 42 44 
II dia nccrtetiiadiniiunhichdedenesiaiial 396.7 450.1 3.2 3.0 
Stokely-Van Camp ..........0....uscsssssersceees 183.37 195.07 1.8 3.0 
III ss eeeicaeipteaneimiiaitacbal N.A. N.A. NLA. NLA. 
i I acencosiiataiinuscadinneniuibniaientete 69.6" 60.5" 1.9 1.2 
alla ddan N.A. N.A. N.A. NLA. 


327.1 1.8 1.8 


1938-12 14 
1073%4-49'e 101 1.5 
3834-2378 34 3.5 


77 47 .93 2.01 9 
1.332 1.402 2.69 3.43 1.60 
1.467 1.637 1.63% 2.95% 1.20 


912 1.062 ~—s-'1.89 2.37 1.00 70%2-21 65 1.5 
2.366 2536 253% 3.814 1.00 7334-26 71 1.4 
.48- 51> 2.64 4.07 505 6 934-241 69 7 


15%4- 9% 13 3.0 
924-4934 91 3.0 


88° 515 51 1.83 40 
2.92 2.70 4.10 6.23 2.80 
3.66 2.54 3.59 5.91 2.00 7872-4458 77 2.5 
2.25 2.29 3.23 3.85 2.20 7612-44 76 2.8 
1.512 1.32% 2.58 5.07 1.00 76 -27% 72 1.3 
3.037 3.627 3.62 6.11 1.50 70 -3158 70 2.1 
3.40° 3.845 3.84 5.62 2.20 92\e-42 90 2.4 
1.85 2.01 2.57 3.90 1.80 91-35% 84 2.1 
1.547 2.827 2.82 5.36 808 4334-1234 39 2.0 
4.71 4.43 6.72 9.75 440 122 185 119 3.7 
1.23° 77> 2.26 5.79 1.00 4512-24 43 2.3 
-40 1.07 25 2.34 50 31%4-1478 25 2.0 





N.A.—-Not available. 


A Bw 


1__Quar. ended Sept. 30. 
1st 6 months. 


Allied Mills: Leading feed producer for farm animals, may benefit 
from some improvement in farm income and higher feed prices. BI 


Beatrice Foods: Third largest dairy products producer has benefitted 
from acquisitions in recent years, including some non-dairy lines 


Beech-Nut Life Savers: Cash purchases of Martinson’s Coffee and Tetley 
Tea broadens operations. Sales and earnings in raising trend. 


Borden: Has growing unconsolidated foreign operations, including three 
powdered milk plants in Europe. A 


California Packing: World's largest packer of fruits and vegetables 
showing a relatively moderate growth trend. B81 


Campbell Soup: Expanding British plant after volume tripled expecta- 
tions. Reported net expected to increase again this year. 


Consolidated Foods: Cannery, processor and distributor of food prod- 
ucts. Recently increased dividend and stock split 5-for-4. 


Corn Products: Has 45 plants in 20 foreign countries. Will invest $15 
million abroad this year. Al 


Foremost Dairies: Govt has leveled anti-trust complaints regarding 
acquisitions-may have to divest. Co expanding outside of U.S. B4 


General Foods: Continues a sustained growth trend. Foreign sales in 
last five years have grown three times as fast as domestic. Al 


General Mills: Leading domestic flour miller adding new grocery prod- 
ucts. A2 

Gerber Products: Some price strengthening in of baby foods should 
help sustain growth trend. 1 

Heinz (H. J.): About two thirds of earnings come from abroad. Has 
further opportunity to cut costs at home. 1 

Hunt Foods & Industries: Greatly diversified. Food products contribute 
75% of volume which includes matches, can machinery, gloss containers 
and publishing. Cl 


Year ended July 31. 
Fiscal years 1961. 

Year ended June 30. 
© Year ended April 30. 


7 


Year ended May 31. 
Plus stock. 
91/200 share of 412% preferred stock. 


PD 


libby McNeill & Libby: Large packer of canned and frozen foods. In 
cost cutting effort, will make own cans. 


National Biscuit: Recent purchase of Cream of Wheat strengthens posi- 
tion in cereal market. Possible further acquisition. Al 


National Dairy: Canadian penetration extended by acquisition of 
Dominion Dairies. Has English, Australian, and German operations. Al 


Penick & Ford: Fourth largest producer of corn products, should benefit 
from some price increases for industrial products. BI 


Pet Milk: Diversification of product lines continues with some top man- 
agement changes. Recently acquired C. H. Musselman, producer of 
fruit products. BI 


Pillsbury Company: Leading flour miller, appealing FTC order to divest 
itself of acquisitions made ten years ago. 


Quaker Oats: Acquisition of Burry Biscuit will be strong addition and 
will broaden operations. 


Standard Brands: Producer of diversified line of food products, yeast 
and alcoholic beverages. Purchased Planter’s Peanuts for cash. Earnings 
should benefit from large capital outlays. Al 


Stokely-Van Camp: Still somewhat dependent upon crop yields and 
commodity price fluctuations, but company continues to expand con- 
sumer lines. B2 


Sunshine Biscuits: New management has sold carton and paper-making 
facilities, modernizing other operations. B2 


United Biscuit: Management changes and modernization program, aimed 
to restore earning power. 


United Fruit: New management trying to bring this company back 
through cost-cutting and new products such as vacuum-freeze items. 
Risks include banana crops and political uncertainties. C2 








RATINGS: A—Best grade. 
B Good grade. 
C- Speculative. 
D —-Unattractive. 


1—I mproved earnings trend. 
2—-Sustained earnings trend. 
3—Earnings up from the lows. 


4—Lower earnings trend. 
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joins forces with an Italian company, for example. 
The Federal Trade Commission recently filed a 
complaint that Foremost Dairies should be re- 
strained from making further acquisitions and, in 
addition, be ordered to divest itself of a number 
made in the past. Perhaps partly as a result, Fore- 
most is going abroad with renewed vigor. 

The reasons are strong for expanding overseas. 
In 1961 the food and beverage industry has spent 
some $108 million on new capital outlays outside 
the U. S. and Canada, an increase of 11.5% over 
last year. Total foreign outlays for all industry, 
including high expenditures by the oil industry, are 
estimated at $3.4 billion in 1961, up 21% from 1960 


Creating New Tastes 


Market testing of instant coffee in Japan, the 
heart of the tea country, revealed the surprising 
news that Japanese people love Maxwell House Cof- 
fee. As a result General Foods built a plant there 
last year and is now expanding it. Another almost 
classic example is the experience of the Heinz Food 
representative in Singapore in giving free tastes 
of Boston Baked Beans from a long wooden spoon. 
The populace apparently found the beans more tasty 
than their usual rice diet and returned for second 
and third mouthfuls. The Heinz people recognize 
that some years will be required before mass dis 
tribution can be made, but at least the foundation 
for a good baked bean market is being laid in 
Malaya. Beech-Nut is finding real success in pro- 
moting baby foods and chewing gum to Englishmen, 
and Corn Products has Mexicans eating Skippy 
Peanut Butter, German housewives cooking with 
Mazola. Powdered milk is popular in many areas 
because of lack of freezer space needed for whole 
milk. Only about 25% of English family units so 
far have refrigerators, contrasted with nearly 100% 
in the United States. Borden recently built its third 
powdered milk plant in Europe. Standard Brands 
has formed a joint venture with General Milk (35% 
owned by Pet Milk) to produce powdered skim milk 
and whole milk in Brazil, even though Standard 
Brands is not in the powdered milk business domes- 
tically. Foremost Dairies has milk producing opera- 
tions in Turkey, Greece, Spain, and the Far East. 
New plants opened this year include ones in Te- 
heran and Manila. 

A Few Do Not Consolidate Foreign Earnings 


Since most food companies consolidate foreign 
subsidiary earnings in their general statements the 
few who do not, understate their earnings on a 
comparable basis. Campbell Soup does not consoli- 
date at present but plans to do so in a few years 
when its relatively new foreign operation reaches 
significant size. The company entered Italy in 1958, 
England in 1959, and Australia in 1960. In this 
particular case consolidation would hurt earnings 
rather than help them, as costs and expenses of 
foreign subsidiaries exceeded sales by some $5.2 
million in this development phase last year. The 
investment abroad now amounts to roundly $35 
million, about 10% of the company’s investment in 
the U. S. 

Borden’s unconsolidated earnings amounted to 
$2.2 million last year or about 22¢ per share. In 
addition the company received $2.0 million in divi- 
dends which, of course, were included in the re- 
ported 1960 net of $2.71 per share. This means that, 
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relative to other food companies, Borden under- 
stated its earnings by 22¢ per share; the stock is 
therefore a little cheaper than stated earnings sug- 
gest; it is really selling at 26.6 times last year’s 
earnings rather than the apparent 28.8 times. The 
development of earning power abroad has been 
good, as can be seen from the following figures: 


Equity in Retained Dividends Received 
Unconsolidated (less taxes) from 


Net Income foreign subsidiaries 
re $2.2 million $2.0 million 
aoe 1.5 1.4 
ee Sere 1.7 0.7 


The contrast in profitability between foreign and 
domestic operations stands out in the case of Borden 
which, unlike most companies, reports sales as well 
as earnings of unconsolidated subsidiaries. In 1960 
Borden’s volume abroad increased 7.8% to $76.1 
million, and the pretax profit margin increased to 
9.2% from 7.7%. In the domestic operation sales 
increased only 1.6% and the pretax margin im- 
proved by .1% to 5.3%. 

Pet Milk is another company that does not con- 
solidate foreign earnings. It has a 35% interest in 
General Milk (Carnation having the remaining 
65%), which handles all foreign operations. General 
Milk paid $350,000 in dividends to Pet last year and 
still retained a substantial amount of earnings for 
further expansion abroad. Pet’s equity in General 
Milk’s earnings were about 40¢ per share, too sig- 
nificant to ignore when related to Pet’s reported 
1960 net of $2.58 per share last year. 

Other companies with substantial, growing for- 
eign positions that consolidate domestic and over- 
seas results are H. J. Heinz, Corn Products, General 
Foods, National Dairy, National Biscuit and Beech- 
Nut, the latter beginning after its acquisition of 
Tetley & Co., Ltd. of London. Virtually every food 
company of size has some foreign sales, although 
the two best known for their comprehensive selling 
and producing operations abroad are probably Heinz 
and Corn Products. 

Some of the Companies Reviewed 


Beech-Nut (83). At the end of 1960 this company 
was in the fortunate position of wondering what to 
do with an excess amount of cash. (Cash items alone 
amounted to $33.1 million compared with total cur- 
rent liabilities plus all long term debt of only $14.3 
million.) Last January the company purchased for 
cash all assets of the privately held Martinson Cof- 
fee Co.—leaving Joseph B. Martinson the problem 
of what to do with some $8.5 million. In another 
major move Beech-Nut purchased Tetley for $6.5 
million cash. Since no stock or debt was involved 
in these acquisitions, their earnings will have a 
direct per share benefit. This will be offset to some 
extent by initial expenses connected with a cost- 
cutting program, but the net result should be a 
comfortable gain in earnings this year, to possibly 
$3.25 per share over last year’s $2.80. There have 
been some price increases in baby foods and chewing 
gum this year, but these advantages may be offset 
by the high advertising outlays. Baby foods appear 
to have long-term growth prospects, especially 
abroad, where they are not yet used as widely as in 
the U.S. The stock sells for about 26 times earnings 
and yields around 2%. 

Corn Products (63) (Please turn to page 374) 
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ELECTRONICS INDUSTRY 


In Transition Between Infancy and Maturity — What Next? 


By LESLIE GOLDSTEIN 


& Appraising the status of the individual companies 
the large and the small — to show which will make the 
grade — as speculations and investment-wise. 


S 
‘ 
» 
\ 
, 
‘ 
( 
i 
] 
| 
i 
| ROWTH is both a fascinating and frightening 
phenomenon, fascinating for its rewards and 
4 frightening because of its dangers. This statement 
< applies to the relationship between parent and 


child, to an exploding metropolis, to a nation, to a 
civilization. And it pertains especially to the subject 
of this article, the electronics industry. 


The Problem: Growth Rate Slowing — Competition 

, Increasing 

Today the investor approaches investment oppor- 
; tunities in the electronics industry with hesitance 
' and confusion, simultaneously fascinated and afraid 
—and with just cause. Specifically, he knows that 
Texas Instruments has declined from 256 to 106, 
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Ampex from 42 to 20, Packard Bell from 39 to 13, 
and Transitron from 60 to 18. But he is also aware 
that this year Avco has risen from 13 to 24, Beck- 
man from 89 to 150, Emerson Electric from 51 to 
84 and Litton Industries from 85 to 152. Further- 
more, economists, industry executives, the Elec- 
tronic Industries Association, and even the Labor 
Department are all predicting a slower rate of 
growth for the industry. The puzzled investor asks 
the journalist’s famous five questions: who, what, 
when, where and how, and throws in another for 
good measure—why ? 

In a talk before the New York Security Analysts 
on November 1, Mr. Richard E. Krafve, President 
of Raytheon, stated: 
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“The electronics industry is entering a new 
phase. . . It will be an era in which its products, 
new concepts, new technologies—while still vitally 
important—will not be enough for continued success 
and growth. Our industry is beginning to mature 
and the future belongs to those companies which 
have, in addition to a breadth of engineering, the 
manufacturing and marketing skills and the man- 
agement capabilities to compete against the biggest 
and the best. The industry will continue to grow, 
certainly, but at a rate substantially less than in the 
past ten years. 

“We estimate future growth at a rate of 7 or 8% 
each year, which will give us an industry volume of 
between $18 and $20 billion by 1970. . . Currently, 
there are 3,500 companies working in some 
phase of electronics. But the inevitable economic 
trend away from small companies specializing in 
one field already is beginning. . . Before 1970, there 
may be seven, or perhaps eight, large integrated 
companies producing a wide range of electronic 
products from components to systems. Of course, 
there always will be supplier companies but it is 
logical that they will be larger—and fewer—than 
we know them today.” 

Another spokesman for the industry, Mr. Edward 
DeJongh, in a special report, “The Electronics Mar- 
ket,” recently stated: “Production capacity in the 
electronics industry today is in excess of consump- 
tion. . . Competition has become not only more in- 
tense but highly complex as well. . . In the stage in 
which most electronics products now find them- 
selves, marketing abilities are the key to success. . . 
Final stage of obsolescence is one in which price 
cutting and low-cost production are of paramount 
importance.” 


New Opportunities — But Harder Selection 


Such statements as these show agreement by 
those within the industry that most electronics com- 
panies face more hazardous times over the next 
decade. Competition will be more intense; return on 
investment will diminish under this pressure; and 
new talents will be required to achieve success. The 
successful company will be the more efficient com- 
pany, in the use of its personnel, engineering, pro- 
ductive assets, and money. 

There will still be opportunities for large profits 
in electronics stocks. However, the investor will have 
to work harder in choosing his commitments. The 
recent history of television manufacturing provides 
a partial guide to the future trend. Dollar sales on 
the factory level climbed from $50 million to $1.35 
billion in the three years. Sales then remained flat 
for several years, totalled $1.23 billion in 1955 and 
have declined since, to $825 million in 1960. Num- 
erous manufacturers entered the business in the 
late 1940’s and early 1960’s, and many have since 
dropped out, the latest casualty being Hoffman 
Electronics. 

Among the survivors are two of the most out- 
standing growth companies in the industry. Magna- 
vox, from 1950 to date has more than quadrupled 
sales from $31.7 million to an estimated $140 million 
this year. Earnings per share have grown from 37¢ 
in 1950 to an estimated $1.25 this year. The common 
stock has proved a rewarding investment, having 
risen from $2 (adjusted for splits) in 1950 to the 
current level of 44. Zenith’s common stock has 
shown even more exciting gains. In 1950, sales to- 
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taled $134 million, and per share earnings were 95¢ 
(adjusted). This year, sales are estimated at $270 
million, and earnings at $1.85 per share. The stock 
has risen from an average price of 3 in 1950 to the 
present 76. 

But one great difference between the coming 
general shakeout and that which faced the TV man- 
ufacturers a decade ago should be noted. It is the 
level of stock prices in relation to earnings. In 1950, 
Zenith was trading at 3 times earnings and Magna- 
vox at 5 times earnings. Today, these same issues 
are trading respectively at 41 and 35 times earn- 
ings. Similar multiples are being paid for most 
electronics issues. The risk to the investor is there- 
fore compounded, for if the company suffers a 
decline in earnings, not only will the price of the 
shares drop to maintain a constant multiple, but 
disappointment and disillusion can result in a sharp 
reduction of the multiple. 


Past — Present — Future Filled with Cross-Currents 


The bulk of the electronics industry’s growth has 
been due to increasing military requirements as a 
result of expanding missile programs, the need for 
detection and defense, the greater electronics con- 
tent in aircraft and the growth of military com- 
munications systems. Military electronic compo- 
nents, for example, advanced from a mere half bil- 
lion dollars in 1950 to $5 billions last year, and are 
projected at $7.8 billions in 1965. 

Behind the projected rise in defense spending are 
the following trends: Spending by the Defense De- 
partment continues to rise slowly but steadily. Elec- 
tronics share of the defense dollar is expected to 
reach 32% by 1965 vs. 15.8% five years ago. 

The National Aeronautics and Space Administra- 
tion will require greater funds for communications, 
check-out and test equipment. However, there are 
conflicting trends in this spending. Outlays for air- 
craft are expected to drop $500 million by 1965, 
while outlays for missiles should rise by $1,700 mil- 
lion. Electronics equipment for shipboard use could 
lift to $500 million from $100 million spent in 1960. 
Other communication requirements will remain con- 
stant until the mid-decade, when satellite communi- 
cations will become a large factor in increased 
demand. 

Computers and Allied Fields 


Similar cross-currents should be expected in the 
industrial electronics field. Demand for computers 
could reach $2 billion by 1965 vs. $560 million in 
1960. Auxiliary equipment output may be $600 mil- 
lion vs. $350 million last year, with extensive growth 
seen for memory core and magnetic disc file equip- 
ment. Industrial controls output could rise from 
270 million to $500 million; test and measuring 
equipment could go from $300 million to $500 mil- 
lion. However, growth in demand for navigational 
aids may take output of such equipment to only 
$300 million from $260 million. 

In the consumer electronics field, sales of black- 
and-white TV sets should remain fairly constant, 
with replacement a major factor in output. Color 
TV is expected to experience a large gain in sales. 
Sales of radio sets, phonographs and hi-fi equip- 
ment will show limited (Please turn to page 369) 


Note: Tables and comments follow on pages 358, 
359 and 369. 
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Position of Representative Electronic Companies 











-— 1960 -——— 
% Net 
Income -— Ist 9 Months———— Indic. 
Net Net To Net Net Share Net Earnings Current Div. 
Sales Per Worth 1960 1961 Per Share Div. Price Range Recent Yield 
—(Mil.)}—- Share 1960 {Millions}———-_ 1960 1961 e 1960-61 Price % 
GENERAL ELECTRONICS 
NINN THEI Ge WIE nicceressnanicevcnstsnmnnte $7,920.4 $5.53 7.0% $7,747.22 $8,228.3° $5.45° $5.49" $3.60 1358-797 131 2.7% 
IID st casei nescsiiistaenaiaild 4,197.5 2.25 13.4 3,053.2 3,138.0 1.91 1.70 2.00 9978-602 78 2.5 
General Tel. & Electronics ................... 1,178.4 1.02 10.0 875.5 891.6 77 .70 76 34'8-23'2 25 3.0 
International Tel. & Tel. ...................06 824.9 1.95 7.3 592.8 623.6 1.35 1.48 1.00 60%2-32 58 1.7 
Radio Corp. of Amer. «0.0.0.0... 1,486.2 1.93 8.1 1,061.0 1,090.1 1.46 1.29 1.00%  78%-46'2 52 1.9 
LE 95 7.5 561.31 547.11 Ail 32! 4%stk. 35 -18% 22 — 
Westinghouse Electric 0.0.0... 1,955.7 2.22 8.2 1,457.2 1,387.5 1.71 .67 1.20 65 -37% 39 3.0 
COS. PRIMARILY IN MILITARY WORK 
American Bosch Arma ooo... 125.4 51 3.4 93.2 99.5 49 75 - 30 -13% 17 
I II iscenirenstastiescmenitindinsnsaninanoninainieants 322.7 97 9.0 240.0 233.5 71 85 .60 277%-1134 24 2.5 
Bendix Corp. pisisiaannahincaabibsiaitaidiaitah 792.2 4.88 1046 606.0 570.1 3.23 3.29 2.40 74\2-56"4 62 3.8 
eres See aidiee 215.7% 1.15% 5.54 N.A. N.A. N.A. N.A. _ 76 -29 35 ~- 
a 190.9 1.14 3.1 47.65 478 «6.2872 50t «659 -40% «= 46s. 
PII, ccnisscesecssvsacnenmctnisuonine be 67.1 1.65 13.0 N.A. N.A. N.A. 73 .80 477-20 28 2.8 
EE ee 60.2 43 18.7 44.7 50.0 34 38 — 53 -13% 36 
Hoffman Electronics ...................000000 54.2 4 63 - 38.6 44.4 17 .23 3014-1458 16 — 
TI cctdcaldihattadabtnudidastdinindineiiasciananslibuciaes 90.9 1.03 13.3 68.2 70.6 71 78 .40 29%-1358 20 2.0 
Ling Temco-Vought oo... 362.33 2.203 25.73 134.5 1145 NA. 94.78 —  42%-20 Ss - 
Microwave Associates ..................0000+ 8.7 64 12.4 4.21 4.81 271 371 -- 6052-22 36 
Northrop .... = ; 267.4 4.22 14.0 62.0! 74.51 1.09! 981 2.00 6758-2434 64 3.1 
SUTIN si scusccthscnecidbbinciusiedeaiannimniioweiinoed 539.9 2.09 8.8 402.8 407.1 1.58 1.18 3% stk. 535%-30% 36 
Thompson Ramo Wooldridge ............. 420.4 3.13 8.2 313.9 301.3 2.10 1.10 1.40 8232-4678 64 2.1 
*—Based on latest dividend rate. 1__1st 6 months. 4_Plus stock. 
N.A.—-Not available. 212 months ended Aug. 31. 51st fiscal quarter. 
d— Deficit. 3__Pro-forma. 


General Electronics 


American Tel. & Tel.: The dominant company in communications. The 
Western Electric subsidiary is one of the largest and most progressive 
electronic concerns in the world. Bell Telephone Laboratories is out- 
standing in research and development and plans to spend $1 billion 
over the next decade. Al 


General Electric: Is the world’s largest producer of electrical equipment. 
At this time, uncertainties have been injected into situation by industry- 
wide suits resulting from anti-trust cases. Al 


General Telephone: The second largest telephone company. Important 
producer of electrical products as well as cameras and photo supplies. 
Earnings relatively stable. B 


International Tel. & Tel.: Efforts of new management to improve profir- 
ability are showing results. Further gains are anticipated in 1962. 


Radio Corp. of America: Although sales have been in a rising trend, 
earnings have not shown improvement, due in part to costs cennected 
with electronic data processing equipment. B82 


Sperry Rand: Since the 1955 merger of Sperry Corp. and Remington 
Rand, earnings have ot kept pace with increasing sales. Recent results 
held back by data processing division. 


Westinghouse Electric: The second leader in electrical equipment. Recent 


highly competitive conditions have hurt profit margins. Company also 
affected by suits arising from anti-trust cases. 84 


Companies Primarily in Military Work 


American Bosch Arma: About 60% of sales were derived last year from 
government contracts. In recent years results have been highly erratic. C3 


Avco Corp.: Has successfully readjusted to the requirements of the 
space age. The company’s new stature is being reflected in a rising 
earnings trend. B81 


Bendix Corp.: Defense business accounts for 69% of the company’s sales. 


Increasing participation in missile and space fields should be reflected 
in improved results. B 


Collins Radio: Although a leading factor in specialized radio communi- 
cation equipment and aircraft navigation devices, earnings have been 
re 


highly erratic in part due to higher costs. ©4 
Garrett Corp.: Manufactures components primarily of a specially en- 


gineered type. Commercial and foreign business is increasing in im- 
portance. BI 


Hazeltine: Besides government electronic business, important royalties 
are derived from numerous radio and television patents. Several promis- 
ing projects could reach the production stage by mid-1962. C2 


Hewlett-Packard: Strongest industry position in the rapidly growing 
electronic measuring and test instrument field. BI 


Hoffman Electronics: Early this year, TV and phonograph operations 
were discontinued due to continuing losses, and success of semicon- 
ductor operations is problematical. 


lear: This leading manufacturer of flight control systems has shown 
strong improvement in profit mergins in recent years. 61 


Ling-Temco-Vought: Successful consolidation of these companies could 
ultimately yield satisfactory results, as the merged unit is seeking prime 
contracting capability. C4 


Microwave Associates: This well managed company has been highly 
successful in its research and development work. May emerge a leader 
in the microwave field. 61 


Northrop: Has made successful transition to electronic devices from 
manned aircraft in a difficult period. Fairly stable earnings trend. B2 


Raytheon: Although recent trend has been unfavorable, the management 
of this large diversified manufacturer anticipates improvement in profit 
margins early next year. 


Thompson Ramo Wooldridge: Company now fully eligible to compete for 
new missile and space contracts following divestment of Space Tech- 
nology Laboratories activities. 82 





RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative. 
D—Unattractive. 





358 





1—Improved earnings trend. 
2—Sustained earnings trend. 
3—£arnings up from the lows. 
4—Lower earnings trend. 
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Position of Representative Electronic Companies—({Continued) 





































————- 1960 ——_— 
% Net 
Income Ist 9 Months Indic. 
Net Net To Net Net Share Net Earnings Current %e 
Sales Per Worth 1960 1961 Per Share Div. Price Range Recent Div 
—(Mil.} Share 1960 (Millions) - 1960 1961 ad 1960-61 Price Yield 
COMPONENTS MAKERS 
Amphenol-Borg $60.3 $1.83 8.0% $51.1 $53.1 $1.53 $.64 $1.40 5858-31 33 4.2% 
Fairchild Camera & Instr. 67.9 1.54 13.1 49.4 67.2 1.20 1.51 .50 10078-55's 68 7 
General Instrument ..... 56.1 1.41 13.0 35.6 40.0 51 31 15 55'2-22'2 29 5 
Gereral Precision Equ p. 244.4 3.46 12.1 176.5 171.2 2.10 2.10 1.20 78 -43'2 55 2.1 
International Rectifier . 14.5 45 11.5 3.3! 3.5! 42! 38! 3572-13" 18 
International Resistance 20.8 1.40 228 17.15 18.2° 1.23° 1.105 45 42'8-18'4 26 17 
Mallory, P. R. . 83.5 2.84 13.4 63.5 62.1 1.93 1.81 1.40° 60%s-33 54 2.5 
Texas Instruments 232.7 3.91 21.3 170.1 171.9 2.91 1.77 256'4-95 106 | 
Transitron 37.0 4.19 11,7! 8.4! 24! .03! 60 -16% 18 
Tung-Sol Electric 66.4 1.37 5.2 51.6 47.5 1.27 81 70 40'2-23 24 2.9 
Varian Associates 57.9- 73> 105 N.A. N.A. N.A N.A. 77%-38's 44 
INDUSTRIAL & COMMERCIAL 
Ampex 70.1 4.51 17.9! 17.4! 05! o1! 42'4-17'% 20 
Beckman Instrument 68.5 2.62 12.8 15.8! 16.5! 57! 64! 153'2-62'2 150 
Bell & Howell 114.1 1.33 10.2 83.0 80.8 92 .67 40” 6978-37"8 50 8 
Cenco 21.9 1.39 17.7 12.0% 14.14 825 85% 40 8734-31" 67 4 
Cutler-Hammer : 110.2 3.16 10.5 83.6 85.4 2.55 2.43 2.00 96 -62% 77 2.5 
Daystrom . 92.3 48 1.5 44.5% 41.3% 70° 26% 37 4958-25 42 9 
Emerson Electric , 125.4 2.74 16.5 94.0 113.7 2.16 2.39 1.00% 8814-3234 84 1.1 
Federal Pacific Elec. . 88.2 42.18 22.8! 24.0! 06! .33! 2734-13%4 14 
General Controls 40.1 .96 6.5 29.9 27.4 71 4.19 .20 27 + -13%4 15 1.3 
Litton Industries - 245.0% 2.304 15.5 52.1! 73.0! .50! 72! 22% Stk. 15812-5758 152 
Minneapolis Honeywell 426.1 3.74 13.1 312.8 333.8 2.62 2.28 2.00 17834-1235 133 1.5 
Perkin-Elmer 25.5 1.05 8.1 N.A. N.A. N.A. N.A. 83'2-26'4 58 
Standard Kollsman 95.5 1.66 16.7 71.8 76.2 1.10 1.17 3% Stk. 53-12% 36 
*_Based on latest dividend rate. !__1st fiscal quarter. 4__Year ended 7/31/1961. 
d——Deficit. 2—Year ended 9/30/1961. > _42 weeks ended October 22 
N.A.—-Not available. 4—1st 6 months. © Plus stock. 
Components Makers Beckman Instruments: Successful producer of laboratory and electronic 
equipment. Heavy emphasis on research BI 
Amphenol-Borg: Merger with FXR added to problems of this major 
manufacturer of connectors, cables and microwave test equipment Bell & Howell: Company is engaged in the military and industrial 
electronics, data processing and photographic fields. Actively working 
Fairchild Camera & Instrument: This leader in high quality semicon with Xerox Corp. on an information retrieval system Al 
ff f pri its li 4 
ductors has only recently felt the effect of price cutting in its lines. B Cenco: A leader in supplying such specialized markets as educational 
General Instrument: Well diversified with 35% of sales semiconductors institutions, industrial laboratories, and hospitals with scientific equip 
24% military electronics and the balance entertainment and industrial ment BI 
Comings edveresty effected by comlesnducter price cutting. O8 Cutler-Hammer: Leading producer of electric motors. Airborne instru 
General Precision Equipment: About 80% of volume is to the mi itary ments Laboratory subsidiary has representation in military electronics 
Sales and earnings have been lower recently but should turn around Hos well-defined earnings growth 2 
with backlogs improving. C2 Daystrom: Company has diversified into industrial and military elec- 
International Rectifier: Is a specialist in certain high quality semi tronics in recent yeors. An agreement has been reached to merge with 
conductor items. Although sales volume is not large, product and cus Schlumberger Ltd., an aggressive organization. C2 
tomer breakdowns indicate good diversification 
a . 1 Resi . Thi tid . P ee " Emerson Electric: This manufacturer of electric motors has achieved rapid 
v7 emg « anne nd a - a vests ~ a ne aed ’ sales and earnings growth in recent years partly through increasing 
widening the scope o — operations through new product introduction military electronics business. Diversification is planned into industrial 
and stepped-up research. C electronic controls 
Mallory (P. R.): With a solid base of sales and earnings derived from va i } 
the communication and appliance industries, the company is broadening Federal Pacific Electric: A leading monufacturer of control equipment 
its capability through sophisticated product development. 62 and capacitors. Reported large deficits recently due to price weakness 
: in major product lines 
Texas Instruments: This leader in the semiconductor field hos suffered 
recently from price cutting in its products. However, capable technology General Controls: Company is a leading manufacturer of controls for 
promises ultimate recovery. B4 home, industrial and military use. Slack demand and price competition 


Transitron: Recovery of this semiconductor company’s earning power to resulted in a recent deficit. C4 


the high level of 1960 is open to question. C4 Litton Industries: Outstanding growth record due to aggressive internal 








Tung-Sol Electric: This important producer of vacuum tubes has so far development, successful acquisitions and managerial ability. The com- 
failed to keep pace with advancing technology. C4 pany is now a well diversified and important factor in electronics and 
X yf : : office equipment. 861 
Varian Associates: Although a leader in microwave tube technology, 
competition is more intense, and research and development more ex- Minneapolis-Honeywell: High development costs in computer divisicn 
pensive. B4 have temporarily arrested earnings gains for this outstanding growth 
company. A2 
Industrial & Commercial Perkin-Elmer: Occupies a strong position in the speciolized areas of 
‘ sa neee as ° infrared and electro-optics technology 
Ampex: There has been little indication as yet that this largest producer oR Ss 
of magnetic tape recording equipment has solved its product, organiza- Standard Kolisman: Rising earnings trend of recent years due to effi- 
tional or competitive problems. C4 cient operation and diversification. 81 
RATINGS: A—Best grade. 1— Improved earnings trend. 
i B—Good grade. 2—-Sustained earnings trend. 
C— Speculative. 3—arnings up from the lows. 
D—Unattractive. 4— Lower earnings trend. 
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The Controversial Silver Program 
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WHY GOVERNMENTS NEW POLICY 
WILL NOT GREATLY BENEFIT 
SILVER PRODUCERS 


By CALEB FAY 


> A top specialist in the field tells the story of silver that is both 
extremely interesting and informative. 


HEN President Kennedy on November 28 
ordered the Treasury Department to discon- 
tinue the sale of silver from the Government’s free 
stocks—that is, the amount not needed for currency 
backing—he took a step that had been clearly fore- 
seen more than a year ago would become inevitable. 
It was just a matter of simple arithmetic. World 
demand for silver was outrunning supply. World 
consumption in 1960 exceeded new production by 
nearly 117 million ounces. The Government’s free 
silver stocks which had totalled nearly 123 million 
ounces last January had fallen by mid-November to 
32 million ounces, declining roughly nearly 9 million 
ounces a month during the period. The bottom of 
the barrel would have been reached early in 1962. 
It is a pity that action was not taken earlier. The 
delay caused the Treasury to permit about 50 mil- 
lion ounces to be sold from its holdings to buyers 
anxious to add to inventories at a bargain price. 
They anticipated correctly that the price would rise 
promptly when the Treasury declined to offer silver 
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at 9114 cents, as it was selling on the open market 
in Montreal above $1 an ounce. A logical step would 
have been to put the free stocks earlier into sub- 
sidiary coinage at $1.38 an ounce and bid the con- 
sumers look for their metal in the open market. It 
would have resulted in saving the Treasury some 
$40 million and quite possibly moderated the subse- 
quent rise in the open market price to some extent. 

But having made his decision, the President went 
the whole way. Not only was the Treasury to dis- 
continue sales of free silver but he directed that the 
Treasury should restrict the use of its remaining 
reserves for coinage. Silver required for this purpose 
is to be obtained by retiring from circulation the 
necessary amount of five and ten dollar silver cer- 
tificates and substituting for them Federal Reserve 
notes. This would ultimately free some 500 million 
ounces for coinage purposes, roughly about a 10-year 
supply for the Mint for making dimes, quarters, and 
half dollars. 

This part of the program needs no Congressional 
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Silver Producers With Substantial Per Share Output 


Ox. Silver 


1960 produced 
Output Capital per Recent 
(ounces) Shares share Price 


1. UNITED STATES 


justified higher price for silver, 
the silver miners have no inten- 
tion of not playing it safe—they 
want the Treasury to continue to 
place a floor under the price at 
901, cents just as it exists today. 


The Tug of War 


1960 Current 
Earnings Div. 
Per per 
Share Share* 





Sunshine Mining "-.---. 3584000 1343000 ©«-23=St3, a9 a0. ff. Regardless of political affilia- 
Bewenler BOE caaecccnccnccnceee 2,700,000 ‘1,583,000 17 WW 42.77 tions, in the past the western 
Shattuck Denn. 0.0.0.0... 796,800 845,000 9 7 50 AS Congressmen could always be de- 

ll. CANADA pended upon to rally to the de- 
Consol. Mining & Smelt. ..... 8,700,000 16,382,000 5.3 23 1.43 1.00 fense of silver when opposed by 
Norandce ......... sesonsesansenenensee 5,500,000 4,480,000 1.2 57 2.81 2.00 the representatives of the eastern 
Hudson Bay Min. & Smelt.. 1,532,000 2,758,000 1.8 51 3.75 3.00 silver-consuming states. It begins 
atlas tint a .. aoa 7” ™ = — to look now that the lines will be 
Fresnillo Co. (Mexico) ......... 5,581,700 1,050,000 5.3 7 473 ‘40 not quite so tightly drawn. Some 
N.Y. & Honduras Rosario ... 2,500,000 340,000 7.3 53 1.81 1.40 of the western states, notably 
Howe Sound (Mexico) ....... 1,274,600 3,012,000 4.2 15 1.55 2 California, have now a divided 
*— Based on latest dividend rate. !__Plus stock. interest “ higher silver price 
d—Deficit. 2 Paid 6% in stock. won’t help their thriving elec- 


approval. But the President’s proposals went fur- 
ther. 

He expects to ask Congress to repeal the several 
Silver Purchase Acts, under which the Govern- 
ment must buy domestic silver when offered at 
901, cents an ounce and may sell it to legitimate 
users at 911, cents. As a natural corollary there 
would be repeal of the silver transfer tax, imposed 
in 1934, to restrain speculation in silver by levying 
a 50 percent tax on profits from trading in silver 
by any American citizen here or abroad. 

In short, Mr. Kennedy announced bluntly that the 
new policy will in effect provide for the eventual 
demonetization of silver except for its use in sub- 
sidiary coinage (those sepulchral groans come from 
the shade of William Jennings Bryan), and provide 
a broad market for trading in the metal on a current 
and forward basis comparable to other commodities. 
Jubilation reigns on the New York Commodity 
Exchange, where it is planned to resume trading in 
the metal as soon as the transfer tax is repealed. 
The Exchange suspended trading in silver in 1934. 

The Silver Controversy 

It appears likely that Congress will pass the nec- 
essary measures to activate the second portion of 
the program but there is no certainty. For years 
silver has been the subject of bitter controversy 
between producers and users. Consumers claimed 
there was no good reason for the Government to 
buy silver at a fixed price from the producers and 
held that the price would fall if it were not for this 
support. Producers were equally vehement that if it 
were not for a fixed selling price by the Treasury 
from government stock the price would rise. Look- 
ing at the record it is undoubtedly true that prior 
to 1955 the open market price for silver was less 
than the Treasury price, and it is equally true that 
since then the open market price has closely ap- 
proximated the Treasury price, and would almost 
certainly have risen higher had there been no sales 
by the Treasury. 

Each side is pleased by the prospect of a free 
market but that’s as far as they agree. There will be 
much debate by the silver bloc in Congress on the 
lack of merit in ending silver backing of paper 
money, and in spite of their sturdy assertions of a 
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tronic industries, for instance, 

which are important consumers 
of silver. Too, the number of straight silver mines 
in the west is lamentably small. By far the largest 
amount of silver is by-product from operations of 
copper, lead, and zinc mines which are benefitted 
only indirectly by a higher silver price. And those 
base metal mines that produce no silver as by-prod- 
uct will not be too anxious to see the output of other 
metals increased to get the benefit of a larger silver 
production. 

A runaway price advance in silver is highly im- 
probable. While world output has remained virtually 
static around 200 million ounces annually for the 
last five years, there are supplies of the metal im- 
possible to calculate that could come on the market 
at a price. Unknown are the amounts that might be 
forthcoming from Red China, for centuries a de- 
pository for silver. Hard pressed nations might 
devalue their silver coins, substituting paper or 
cheaper metals. And as an industrial metal, silver 
of course is subject to the same ruthless competition 
and substitution as are other metals when the price 
is too high. The present price of $1 an ounce is the 
highest in 40 years, although by comparison with 
other metals it is not out of line if prices in 1940 
are used as a base. Thus copper averaged 111! cents 
a pound in that year, now 31 cents, up 170 percent. 
Silver sold at 34.7 cents an ounce in 1940; hence its 
advance has been at nearly the same rate. 


Looking Ahead 


Yet the future looks good for the white metal. 
Demand for silver will tend to increase with com- 
pensating increases in new production, by no means 
assured, and additional sources of supply will pre- 
sumably come out only at higher prices and eventu- 
ally will dry up. The new industrial uses for silver, 
in aircraft, in brazing alloys, in electronics, are 
growing here and abroad. As far as new mine pro- 
duction is concerned it will take at least a 25 per- 
cent price rise to justify the rehabilitation of hun- 
dreds of small silver mines in the west that were 
profitable with $3 a day labor in the Gay Nineties, 
but definitely not so under present costs. 


In Sum 


Unfortunately the speculative public gives scant 
consideration to such (Please turn to page 372) 
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FOR 


January 
Although year-end strength 
has in a number of instances 


petered out early in January, the 
month as a whole has one of the 
best records in the year. It has 
brought some net gain for the 
industrial average in 40 of the 
last 64 years, declines in 24 years. 
Only July, August and December 
have better records than this. 
For the rail average, the January 
score has been: gains in 37 years, 
losses in 27. An interesting fact 
here is that only July has a better 
record for rails. Termination of 
November-December tax selling 
has often facilitated technical 
rallies in rails in January. 


This Year 


Nobody can say what the Jan- 
uary market performance may be 
this year. But a growing number 
of experienced analysts figure 
that the rise in business activity 
may well begin to flatten out in 
the 1962 second half; and that 
the market may top out within 
the first half, since it is always 
well ahead of business. Of course, 
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PROFIT ano INCOME 


it could top earlier than cautious 
forecasters expect. The view here 
is that it would be sound strategy 
to begin taking some profits on 
January strength and to use it 
also for reducing or eliminating 
holdings of dubious stocks. In 
particular, it might well prove 
risky to hold any but the top- 
grade rails much, if any, beyond 
January. 


Another Look 


Ford Motor was recommended 
here in the July 15 issue at 813% 
and is now at 115. We suggest 
aiming at taking profits on half of 








holdings on January strength... 
The same idea is suggested for 
Singer Mfg., recommended in the 
June 17 issue at 99 and now at 
124 ... Also for Revlon, recom- 
mended in November, 1958, at 20 
(adjusted for a split) and cur- 
rently at 69... In the case of 
U.S. Tobacco, recommended last 
May 6 at 30 and now up over 46% 
to 44, the stock may be about 
high enough. Sell it on any Jan- 
uary strength .. . In the case of 
other recommendations which 
have worked out well, we prefer 
to “wait and see” for a while and 
would not at the moment plan 











INCREASES SHOWN IN RECENT EARNINGS REPORTS 





























1961 1960 
mae: UE BIRD hisscccecsreeccsssocescccessvecssnens Quar. Sept. 30 $ .85 $ .37 
Bohn Aluminum & Brass ..............cccccccecceseeee Quar. Sept. 30 31 12 
IIIS nicancasnennapssvenianaishoemoenhsaneinnonns Quar. Sept. 30 55 36 
I INS © sa ceslipsitsuainenmmpeiniinian Quar. Sept. 30 -% 13 
EL NCEE RT Quar. Sept. 30 65 .50 
I STII .ssscctsseiasaninniscainiennennamnphiconcenninias Quar. Sept. 30 1.13 92 
IIIT ainccsntesignieiseonsioninininsteinniennmastanbioneidioaiiin Quar. Sept. 30 48 36 
RN Stee IID givciceccecanecnsnnniesenvntrnenereio 9 mos. Sept. 30 70 39 
BID TIMI. cecasincscapimbiccnooens Quar. Sept. 30 1.24 74 
ee He ee Oe TR. dcsicostniincteincien . Quar. Sept. 30 .87 73 
ee ee Co en a re omens J 
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SET 


any near-term profit taking. This 
applies, among others, to the fol- 
lowing: Burlington Industries, 
recommended in the July 19 is- 
sue at 19 and now at 24; United 
Carbon, April 22 at 73, now at 82; 
Spartans Industries, September 6 
it 39, currently at 49; Allied 
3tores, September 23 at 6114, now 
it 6614 ; and American Distilling, 


Yetober 21 at 47 and currently 
round 54. 


Cross-Currents 


At this time, performance of 
he following stock groups is bet- 
er than average: automobiles, 
oal, electrical equipment, tele- 
ision-electronics, finance com- 
anies, motion pictures, business 
nachines, oils, paper, food stores, 
teels, bank stocks, sugar, tex- 
iles, tobaccos and utilities. Cur- 
ent behavior of the following 
roups is below average: alr- 
raft, air lines, aluminum, build- 
ng materials, chemicals, coppers, 
nachinery, department stores, 
variety stores, metal fabricating, 
sulphur and tires. 


Steel 


Following a lag of some weeks, 
steel operations are beginning to 
pick up modestly. They are bound 
to rise further a result of (1) im- 
proving sales and output of auto- 
mobiles and (2) a build-up of 
steel inventories over the medium 
term as a hedge against a quite 
possible mid-1962 steel strike. 
Yet it is difficult to make out a 
ease for the stocks excepting as 
short-term speculations on which 
possible profits would be taxable 
at full income-tax rates. Who can 
say where they might be six 
months hence or shortly before 
mid-1962? If you get an inventory 
build-up during the first half, 
which seems inevitable, you get a 
second-half let-down, either with- 
out a strike or due to a strike. 
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| DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1961 1960 

| Consolidated Notural Gas 0.00.00 cccecceeeees 9 mos. Sept. 30 $2.69 $3.10 
Chesapeake & Ohio Rwy. oo.....cccccccccccccececeeee 10 mos. Oct. 31 2.67 4.23 
I 39 weeks Sept. 30 73 1.14 
a 9 mos. Sept. 30 1.78 1.93 
I 9 mos. Sept. 30 1.55 1.86 
I Quar. Sept. 30 .26 .61 
SRS SELES oe a nee ee eRe Quar. Sept. 30 .26 72 
Anaconda Wire & Cable ooo... cccccccceccesceeee 9 mos. Sept. 30 13 .66 
Ea 9 mos. Sept. 30 39 1.13 
General Outdoor Advert. o...........cccccccccccsesesseee Quar. Sept. 30 -68 76 

EN a 


The companies can earn good 
money at a temporarily high op- 
erating rate—but basic profitabil- 
ity and average earning power 
have been reduced by new com- 
petitive conditions under which 
additions to labor costs cannot be 
passed along adequately in selling 
prices, if at all. We would not be 
surprised to see steel issues sell 
higher over the short term. But 
we do not see appeal in them for 
investors interested in a_ six- 
months’ play for gains taxable at 
long-term rates. 


Strong Stocks 


Stocks reflecting above-average 
demand at this writing include: 
Amerada, American Optical, Ba- 
yuk Cigars, Beckman Instru- 
ments, Best & Co., CIT Financial, 
Daystrom, Edison Bros. Stores, 
Family Finance, First National 
Stores. Ford Motor, General Elec- 
tric, Food Mart, Gimbel Bros., 
Great A. & P., Mercantile Stores, 
National Cash Register, Murphy, 
Peabody Coal, North American 
Aviation, Pennsalt Chemicals, 
Pillsbury, Plymouth Oil, Safe- 
way, Sealright, Stevens, Torring- 
ton, Transamerica, T X L Oil, 
U.S. Industries. 


Lagging 

Issues performing worse than 
the market at this time include 
the following: Air Reduction, 
Aluminum Company of America, 
American Machine & Foundry, 
American Motors, Ceco Steel, 
Electric Storage Battery, Fed- 
eral Pacific, International Shoe, 
Olin Mathieson, Ritter, Kaiser 
Aluminum, Lehigh Portland 
Cement, Twin Coach, Ward Bak- 
ing, Waldorf System and Western 
Union 
Easy? 

It should have been easy for 
vou to make money in the market 
in November—according to the 

















theoretical odds. In a better-than- 
average performance for a notori- 
ously unreliable month, the Dow 
industrial average scored a net 
gain of 17.68 points. But the 
trouble was that the gain was 
less than 2.6% and many stocks, 
as usual, paid no attention to 
what “the Dow” was doing. About 
as many lost ground on the month 
as gained. Were you bullish or 
bearish on the aircraft group? 
Well, Boeing went off 114 points 
on the month while Douglas gain- 
ed 214 points. In chemicals, du 
Pont was up 7, Union Carbide off 
14g. General Electric rose 43, 
points while Westinghouse was 
down a sizable fraction. Firestone 
Tire was up 1 point, Goodvear 
off 11%. In the auto group, Ford 
rose 11'@ and General Motors 
434, while Chrvsler gave up 75% 
and American Motors 11%. So it 
went—and so it will go. As re- 
gards short-term performance in 
stocks, you might about as well 
bet on the horses. What the 
brokers call a mixed market 
seems to be here to stay. 


Help Wanted 


Some people in the U.S. alu- 
minum industry are talking 
through their hats about stabiliz- 
ing the market through a cartel 
set-up to control foreign mar- 
kets—no doubt while retaining 
tariff protection, as far as it goes, 
on imports of aluminum products. 
There are many things the mat- 
ter with this idea. One is that it 
could not, of course, be applied in 
the U.S., since it would violate 
the anti-trust laws. Another is 
that the world biggest producer— 
Aluminum of Canada—could 
hardly be expected to “play ball.” 
Meanwhile, the Russians will also 
keep a finger in this over-produc- 
tion pie that investors now find 
so distasteful. Sure, consumption 
is rising, but no matter how fast 
it does, production keeps several 
jumps ahead. This has been ob- 
vious for a long time, but the 
financial community has been sur- 
vrisingly slow to wake up to it. 
In our book, expanding sales do 
not make a “growth” industry or 
company. “Growth” cannot mean 
anything to the investor unless 
it is per-share profit growth. It 
has now been some years since 
the aluminum companies had it. 
We continue allergic to aluminum 
stocks even at present depressed 
prices. END 
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Trend 
Forecaster 


INTERESTING TO 
NOTE — Sharp di- 
vergence between 
industrial output 
and underlying busi- 
ness trends in early 
1960, denoting heavy 4* 
accumulation of in- 
ventories, 


J 1951 1952 J 1953 





RELATIVE STRENGTH MEASUREMENT * 





1954 J 1955 J 1956 J 1957 J 1958 





180 


INDUSTRIAL PRODUCTION 170 
(F.R.B. Index 1947-1949 = 100) 


160 
150 
140 


THE TREND ~ 


110 
100 








1959 1960 J 1961 








* Latest figures are preliminary. 


W iu the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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(b)—Computed from Dun & Bradstreet data. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook — the right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes directions up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. 
When particularly favorable indications cause a rise that 
exceeds plus 3 for 2 period of time, a sustained advance in 
general business is to be expected. On the other hand, penetra- 
tion of minus 3 on the down side usually indicates that an 
important contraction is in the making. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


Few new figures on the components of the Trend 
Forecaster have been published since our last issue, 
but some straws in the wind are available regarding 
the near-term trend of the indicators. Thus a fur- 
ther rise in new orders for durables appears to have 
taken place in November, judging by the National 
Association of Purchasing Agents report that 35% 
of its members had higher incoming orders last 
month while only 13% suffered declines. From pres- 
ent indications, the MWS stock price Index will be 
up in December from its November average of 548 
and raw industrial commodity prices, which fell 
sharply last month, have shown decided improve- 
ment in early December. 

On the basis of estimated intermediate trends for 
the indicators, the Relative Strength Measure was 
off slightly in November to the plus 2.3 level. Thus 
far, the Measure has risen less sharply than at the 
similar point in other recoveries. If no marked 
improvement occurs in the near future it may well 
foreshadow an exceptionally mild upturn. 
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CONCLUSIONS IN BRIEF 
2 | PRODUCTION — Industrial output continues to move 
0 thead, buoyed by near-record auto assemblies, im- 
»reving steel activity and gains in many other indus- 
: ries. Sizable gains in steel output ahead, but increases 
0 n over-all output will probably be moderate. 
0 
0 ‘RADE—Consumers are in a buying mood, with soft 
9 joods, appliances, TV, all making good gains, and 
7 iuto sales at a record high for period. Further gains 
: ‘xpected in early 1962 but at more moderate pace. 
| AONEY & CREDIT—Bond prices have continued to de- 
4 line in recent weeks, under such influences as higher 
A nterest rates on savings in commercial banks and 
2 forecast of business improvement (which would involve 
0 increased demand for loans). Fixed income securities 
2 may also be adversely affected by continued deficit in 
4 our balance of payments, which might eventually force 
4 the Federal Reserve to tighten credit. 
vt >OMMODITIES—Sensitive commodity prices finally mov- 
ing higher, after long downtrend. Wholesale prices 
a emain sluggish but the more representative “price 
ito deflater” used by the Commerce Department has been 
ising steadily. Further gains in broad price indexes 
self expected in the months ahead. 
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HE economic outlook still looks promising as we 

approach the end of 1961. Business activity 
continues in an upward trend, and the preponder- 
ance of constructive underlying forces point to 
further gains in the months ahead. 

Such major indicators as new orders, personal 
income, business investment and government spend- 
ing are providing the broad base for continued near- 
term improvement in business. Although gains from 
here on are apt to be moderate in most instances, 
predictions of further recovery through at least the 
first half of 1962 appear to be warranted from the 
evidence at hand. 

New orders, the mainspring of manufacturing 
activity, rose to a new high in October, $400 million 
above September and $900 million above shipments. 
A further gain appears to have taken place in No- 
vember, judging by the report of the National Asso- 
ciation of Purchasing Agents, which shows that the 
number of firms reporting increases in orders last 
month outnumbered those reporting declines by 
almost three to one. With new orders sprinting 
ahead of shipments, order backlogs have been rising 
steadily and now stand $2.2 billion above the reces- 
sion low reached early this year. Although some 
order backlogs have a long lead time and may not 
contribute to business activity immediately, the 
general increase in backlogs should, nevertheless, 
provide momentum for continued economic recovery. 

Personal income has also reached new peaks. The 
rise in October was a sizable $3.9 billion and was 

(Please turn to the following page) 
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Latest Previ 
THE MONTHLY TREND |g, ea Month Month» Age | PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION* 9. F 
Develo Goods Wh. | 1sa-9.100| 0c. 73S we_~Ssnen__—| PrOadly diffused among income re- 
Nondurable Goods Mfr. ......cccssceessssee 1947-'9-100 | Oct. 169 168 159 o——. ba ~ are Susemne bs ~wad 
A ee 1947-'9-100 | Oct 131 129 128 annent See Semen sneve he Fee 
hemes a ruary 1961 low, the best of all 
RETAIL SALES* Sita | on ine —~ pon pmoeaeerg eng age ogee consumer 
Durable Geode . Silent ae a re demand, [his is the main reason 
Nondurable Goods .......cccssssssessssseseens $ Billions | Oct 12.7 12.6 12. why retail sales spurted in October 
Dep't Store Sales ..cccsecssesneietunnsnen | 1947-'9-100 | Oct. 151 150 148 ane ane Coes 3 Sabes Sane 
isdiieialiveaeinilidatieniaiinenin sans A a) at present. Increased spending for 
MANUFACTURERS’ services will absorb = = the 
Rew Ordere—Vetal® - increase in income, but the im- 
Durable ona ala etait 7 ao a oe od 29.2 | provement will also be felt in de- | 
ihsitiatinditiedabadtaiiaal s | Oct. 16.2 15.8 13.7 ; ; ~~ , - 
Nondurable Goods .0...0......cccccceceees $ Billions Oct. 16.5 16.5 15.5 mand for goods. In fact, poe nore 
NS a ECE $ Billions Oct. 31.8 31.4 29.6 — oeageP ye . much — optemistic 
iii Ciel on . frame of mind and increased their | 
moanwnsiny te iced eennetelianiiielial hm Pog 15.4 15.0 14.1 buying on instalment credit by | 
SO RID steerer | illions ict. = 16.4 15.5 $326 million in October, the big- 
BUSINESS INVENTORIES, END. MO.*. |$ Billions | Oct. 93.0 92.7 939 | gest jump in credit purchasing 
Mandecues .... $ Billions | Oct. 54.8 eas 544 since early 1960. Buying of autos 
ERE A $ Billions | Oct. 13.5 13.5 132 | last month was at the highest level 
| eR $ Billions | Oct. 245 247 +254 | for any November on record, with 
Dept. Store Stocks .esccsccsinsscesnseuee 1947-'9-100 | Sept. 170 169 167 a good part of the cost, no doubt, 
pesiniaaien : payable on instalment as_ usual. 
CONSTRUCTION TOTAL=# ....ccccssssseeee $ Billions | Nov. 59.5 58.9 56.1 The uptrend in credit buying has 
a $ Billions Nov. 42.4 41.8 39.6 just started and if it follows its 
Residential $ Billions —Nov. 24.7 24.0 22.0 normal course, it should continue 
a ace i $ Billions —Nov. 17.7 17.8 17.6 to increase for some time. 
Housing Starts*—a ..ccccecccsseeon: .|Th d Oct. 1442 1380 1236 Private domestic investment, the 
Contract Awards, Residential—b ...... $ Millions Oct. 1499 1620 1390 most volatile component of the 
PID sciiciitceniensinainmncisti $ Millions | Oct. 1792 -1620—Ss«1929 gross national product, has risen 
eee strongly—from a first quarter low 
EMPLOYMENT of $59.8 billion to $73.2 billion in 
a eee eRe Millions Oct. 67.8 67.0 67.5 the third quarter—and it appears 
Non-farm* Millions Oct. 54.6 54.4 54.3 to be heading still higher, although 
eo arene. Millions Oct. 9.0 8.9 8.9 the pace of advance should be more 
Trade* Millions Oct. 11.5 11.4 11.4 gradual in the months ahead. Busi- 
Factory* Millions Oct. 12.1 12.1 12.2 nessmen are planning moderate 
Hours Worked® ........ccssssssssseessees Hours Oct. 40.1 39.5 39.5 increases in capital outlays in 1962 
Hourly Earnings ......c-ssssssseeesees | Dollars Oct. 2.35 2.33 2.27 | and these plans are being fleshed 
Weekly Earnings ....ccccssessseseesees. Dollars Oct. 94.71 92.50 90.12 out by rising contracts and orders 
= — for plant and equipment and by 
PERSONAL INCOME® ...00........cccccsccseeeees $ Billions Oct. 425 421 406 increased appropriations for this 
eR $ Billions Oct. 287 284 273 purpose. Although the modest 
Proprietors’ Incomes .........s..+-s-eseseesee0 | $ Billions Oct. 62 61 61 gains in these precursors of actual 
Interest & Dividends .............cceeeees $ Billions Oct. 42 42 4) capital outlays point to only a 
Transfer Payments ..........+ssssessesseeeees | $ Billions Oct. 33 33 30 moderate rise in capital spending, 
PE IND sxcnitinncciinincnisennnniinninninn $ Billions Oct. 17.5 17 17 implementation of the Administra- 
A " gore 7 tion’s program for higher depreci- 
CONSUMER PRICES .......... ‘isihitatiiaiiuiniae | 1947-'9-100 | Oct. 128.4 128.3 127.3 ation allowances to business could 
TS nee ene | 1947-'9-100 | Oct. 120.9 121.1 120.9 put expansion plans into high gear. 
Clothing 1947-’9-100 | Oct. 111.4 WI 111.0 : S 
Housing 1947-'9-100 | Oct. 1327 1326 ~=—-132.2 _Inventory investment, which was 
vinci ee va rising at a $4.5 billion annual rate 
MONEY & CREDIT | in the third quarter, is doing no 
Active Money Supply*—u .......sesss0 |$ Billions => Oct. 143.8 142.2 139.9 more than maintaining this rate 
Bank Debits*—g |$ Billions Oct. 104.0 100.2 95.4 | of gain at present. However, a 
Business Loans Outstanding—ec, uv ..| $ Billions = Oct. 31.9 31.9 31.6 sharp pick-up in stockpiling of 
instalment Credit Extended*—v ....|$ Billions Oct. 43 4.0 4.1 steel appears to be in the offing, 
instalment Credit Repaid*—v ........ |$ Billions Oct. 4.2 4.1 4.0 as a protection —_— a possible 
——___—— steel strike when labor contracts 
Ts Cae expire at the end of June, 1962. 
Budget Receipts '$ Billions Oct. 3.1 8.9 2.8 This could make for a sharp tem- 
Budget Expenditures ..........-csscesse | $ Billions Oct. 7.8 6.8 6.8 porary rise in total inventory in- 
Defense Expenditures  .............s0++ = $ Billions Oct. 4.1 3.8 3.7 vestment. P 
Burplus (Def) cum from 7/1 ......100 | $ Billions Oct. (7.1) (2.4) (5.2) Construction activity also 
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OK QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 
oe “ PRESENT POSITION AND OUTLOOK 
i. In Billions of Dollars—Seasonally Adjusted, at Annual Rates 
oa 1961 1960 reached new highs in November, 
. ‘i SERIES Quarter Quarter Quarter Quarter | With residential building in the 
bso a ul ' u lead. The Commerce Department 
aor GROSS NATIONAL PRODUCT ................... 526.0 516.1 500.8 505. | is predicting further construction 
~~ Personal Consumption -| 342.0 336.1 320.7 329.7} gains in 1962, but the recent course 
) Private Domestic Invest... 73.0 68.8 59.8 70.5 | of contract awards indicates that 
ad Net Exports sesecees 2.5 3.9 5.3 3.0 im rovement mav be minimal 
for Government Purchases .............cc-seeceeeee 108.5 107.3 105.0 101.9 p ° — 
the Poderal or ee a sas 56.6 54.7 54.0 There is nothing restrained 
m- 304 50.3 48.9) about government spending how- 
de- PERSONAL INCOME .00..0...o....cccccccccessesseeeee 420.3 413.2 404.7 405.1 | ever. Federal cash payments to the 
ors os og Payments wee i are = By public in the third quarter of this 
. REEED GRGBTED cccerccesescsessce _ é ‘ 4. 4.4 res 70 . ‘ ‘ ‘ ‘ 
tie Consumption Expenditures .......csssm 342.0 336.1 330.7 soy | Year were st an annual rate $10 
elr Personal Saving—d ..............c.scsesessesseees 25.8 25.8 23.7 24.6 billion above the corresponding 
> | 1960 period, and an increase in the 
by CORPORATE PRE-TAX PROFITS ................ 45.2 39.6 43.2] ». a iin Oe i oe licted 
ig- Corporate Taxes ........cecccceceeeeeees } 22.4 20.0 21.7 rate of expenditure is prec ictec 
ng Corporate Net Profit 22.4 19.6 21.4 for next year, unless the foreign 
HOS Dividend Payments ..... 14.3 14.2 14.2 14.1 situation takes a decided turn for 
vel Retained Earnings ............cccsessssueeseesnees 8.6 5.8 76} the better. Spending by state and 
ith PLANT & EQUIPMENT OUTLAYS .......... 35.9 34.8 33.9 35.9 local governments has also been in 
bt, a strong uptrend and no early turn 
al. THE WEEKLY TREND in the rising tide of these expendi- 
as _ _— tures is in sight. 
its | l Week Latest Previous Year From the foregoing review of 
ue Ending | Week Week Age | business prospects, it appears that 
MWS Business Activity Index*....| 1935-’9-100 Nov. 25 | 3278 325.9 298.0 fundamental conditions are pro- 
he MWS Index—Per capita*............ 1935-'9-100 Nov. 25 231.5 230.2 2146 pitious for further moderate gains 
he Soest rabeaten inten. inaiaiiesia ath Stow. " won one hs in general business activity. Spe- 
n uto an ruc roduction ........ ousands lec. 5 6 nic 7 » rau » 
_ Paperboard Production sce... Thousand Tons | Nov. 25 | 332 345 271 = dev elopments, however, could 
yW Paperboard New Orders ........... —nestemanacen- * e Nov. 25 292 332 262 add temporary impetus to the ad- 
In Electric Power Output®.......-....00-: 1947-'49-100 Nov. 25 302 301 272 vance, but only at the expense of 
rs Freight Carloadings ..............0+-« Thousand Cars Nov. 25 495 591 471 later contraction. Thus, the usually 
rh Engineerings Constr. Awards .....| $ Millions Nov. 30 450 305 385 volatile inventorv sector has ac ; 
re Department Store Sales ............. 1947-'9-100 Nov. 25 184 180 173 i y sector has acted 
a Demand Deposits—c $ Billions Nov. 22 62.6 628 NA. (Please turn to page 371) 
a Business Failures—s Number Nov. 23 238 308 276 
e 
52 °$ lly adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
) d disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
oC ' centers. (na)—Not available. (r)—Revised. (s}—Data from Dun & Bradstreet. (t)—Seasonally adjusted, annual rate. (v)}—End of month 
rs data. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
ay 
is THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
- a 
. No. of 1961 1961 (Nov. 14, 1936 Cl.—100) High Low Nov. 24 Dec. 1 
a Issues (1925 Cl—100) High — Low Nov. 24 Dec. 1 High Priced Stocks 353.4 288.5 353.4 353.8 
a Composite Average 554.4 454.7 551.6 554.4H Low Priced Stocks 729.8 578.6 699.7 710.4 
mart <e 
B, 4 Agricultural implements ....... 497.2. 389.3. 416.2 397.0 | 5 Gold Mining cnccccccsssscnencnn 1226.0 930.4 10727 11165 
a- 3 Air Cond, (‘53 Cl.—100) ...... 176.9 124.9 158.3 162.0 4 Investment Trusts .................. 173.5 144.1 169.3 165.1 
‘1- 10 Aircraft & Missiles ............... 1393.5 11148 1243.4 1232.7 3 Liquor (‘27 Cl.—100) ............ 1548.9 1208.6 1431.5 1431.5 
ld 7 Airlines (‘27 Cl.—100) ......... 1163.6 854.4 943.9 952.0 i “ee 647.3 506.2 579.2 569.4 
r 4 Aluminum ('53 Cl.—100) ..... 465.6 329.1 329.1 325.1 3 Mail Order ....... vee 498.3 409.2 486.1 478.0 
. 5A ts ' - 427.0 312.5 358.9 362.0 © ae Ge cierto 313.9 262.0 295.7 300.9 
AS 5 Automobile Accessories ........ 503.9 418.6 475.5 479.6 4 Mtl. Fabr. (‘53 Cl.—100) ...... 483.4 352.5 459.9 483.4 
te S Arstomobettes ......c.ccececcesececesese 129.8 92.6 126.2 127.1 9 Metals, Miscellaneous ........... 208.6 147.4 175.5 175.5 
10 3 Baking ('26 Cl.—100) .......... 44.6 37.4 41.4 41.0 6 DeBOP crccccccscscssessosecesescssecssoeneee 1158.9 952.6 1109:8 1129.4 
te 4 Business Machines ................ 2229.8 1317.0 2099.4 2229.8H | 16 Petroleum ........cccssessseeeseseeee 828.6 714.3 750.0 771.4 
ED 887.1 745.5 849.9 842.4 16 Public Utilities ..............+. we 528.4 400.3 528.4 528.4 
a an 42.5 29.8 41.3 41.9 6 Railroad Equipment ...... wm wear 83.8 106.8 103.7 
of 4 Communications ... 257.6 220.5 257.6 253.2 OP CIE ctriciecns on ee 52.9 59.7 59.7 
rr, 9 Construction ......... vee 242.0 =-:177.7 231.8 233.5 a 1171.6 946.7 1143.5 1124.8 
le 5 Container ......ce-cccccessesseeseeeeee 1135.0 883.7 1117.7 1109.0 11 Steel & Iron ... ww. 4243 359.8 376.7 386.9 
ns 5 Copper Mining .........0.. 399.3 291.9 341.5 352.5 4 Sugar .... secsinaieeniasineicntiaiit 90.4 74.0 90.4 88.4 
ts 2 Dalry Products .....000000000:0000000 263.0 201.9 263.0 259.0 SD isiaricincsnerneninnns 874.7 705.4 740.7 740.7 
2. FI 5 Department Stores ............... 235.6 151.0 235.6 232.5 11 TV & Electron. (‘'27—100) ..... 133.3 98.5 133.3 133.3 
= 5 Drugs-Eth. (‘53 Cl.—100) ..... 489.0 387.3 SS Be, ~~ “eae 268.1 198.2 268.1 266.2 
“ 5 Elect. Eqp. (‘53 Cl.—100) ..... 419.7 326.8 419.7 419.7 | 3 Tires & Rubber 248.0 1846 237.1 231.7 
3 Finance Companies ...........---. 1220.1 802.7 1163.7 = 1220.1H_ | 5 Tobacee ........eeseees. 371.8 231.8 371.8 367.2 
5 Food Brands ....cccceccecseeee 936.8 557.0 920.0 886.6 3 Variety Stores 427.1 356.5 420.1 427.1H 
rt) eS | ae 353.8 255. 341.1  353.8H | 16 Unelassifd (49 Cl. — 100)... 337.7 241.5 297.8 307.2 
ed | H—New High for 1961. 
ET 
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SPOT MARKETS—Sensitive commodities showed improvement in 
the two weeks ending December 1, with foods, metals, live- 
stock products and fats and oils all moving’ higher on 
balance. The BLS daily index of 22 leading commodities rose 
1.5% and the industrial materials component was up 1.2%. 
In the latter category, hides, tallow, and zinc improved while 
tin and woel tops were lower. 

Among the broad range of commodities, changes were nar- 
row. The BLS wholesale price index continued its narrow 
movements, losing a minimal 0.1°. This comprehensive index 
has remained stable since 1957, but the index used by the 
Commerce Department to “deflate” the GNP for price 


changes, has risen strongly during the same period. This 
more representative index, which also includes services, indi- 
cates that inflation is still an ever-present danger. 
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WHOLESALE COMMODITY PRICES 


FUTURES MARKETS— Commodity futures followed divergent 
trends in the fortnight ending December 1. A good many 


commodities showed no clear trend and price changes were 


moderate in most cases. Cocoa was an exception, rising 
sharply during the period. Other gainers included coffee, 
hides, and rice, while corn, rye, lard, cotton and rubber were 
lewer. Commodities that lacked clear-cut direction included 
wheat oats, soybeans, wool and copper. 

Wheat futures remained in a relatively narrow range 
during the period. The old crop options were somewhat 


higher while new crop futures were unchanged to slightly | 


lower. Old crop prices are above loans levels, and as a result, 
impoundings in the support program are well below a year 
ago. This could put downward pressure on prices, later in 
the season. 





BLS PRICE INDEXES Lotest 2 Weeks | Yr. Dec. 6 











1947-1949—100 Date Date Ago Ago 1941 

All Commodities ................. Nov. 28 118.8 118.9 119.6 60.2 
Farm Products ..............+ Nov. 28 86.7 87.4 89.9 51.0 
Non-Farm Products _....... Nov. 28 127.5 127.6 127.9 67.0 
22 Sensitive Commodities .. Dec. 1 83.9 82.6 83.2 53.0 
IED. wencuenscmentnsainas Dec. 1 76.8 75.3 75.9 465 
13 Raw Ind’l. Materials Dec. 1 89.1 88.0 88.6 58.3 
IE stoner | Dec. 1 91.1 89.2 88.1 54.6 

4 Textiles occccsssssseeseee | Dee. 1 84.3 843 81.1 563 





MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939-63.0 Dec. 6, 1941—85.0 





1961 1960 1959 1953 1951 1941 
High of Year ...... 158.4 1600 161.4 162.3 215.4 85.7 
Low of Year ...... 150.5 151.1 152.1 147.9 176.4 74.3 
Close of Year .... 151.2) 158.3 = 152.1 180.8 83.5 





DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 





1961 1960 1959 1953 1951 1941 


High of Year ... 150.3 148.7 152.7 166.8 215.4 84.6 
lew of Year .... 141.2 141.2 144.2 153.8 174.8 55.5 
Close of Yeor .. 141.2 147.8 166.5 189.4 84.1 
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electronics company is not neces- 
sarily a growth company. Those 


Even representation in markets 
that are growing does not neces- 




















— Electronics Industry : ; 
concerns in the wrong branch of sarily insure growth in prefits. 
many (Continued from page 357) ce oe wage will Gane growth 104 Price-cutting in transistors — 
were attainable, unless they have the pletely eliminated profits for 
ising crowth. However, tape recorders, ability to enlarge their share of some companies in this business. 
mee phonograph records, pre-recorded the market. Tung-Sol, for exam- (Certain marginal producers have 
nded nagnetic tape, home intercoms, ple, a major manufacturer Of already quit this area. Stock 
itizens-band broadcasting equip- vacuum tubes, earned $3.1 million prices of companies important in 
ange nent, and consumer electronic or $3.31 per share, in 1957, on this business such as Texas In- 
what ‘its could achieve gains of 50 to sales of $64 million, Last year, struments, Transitron and Gen- 
‘htly | several hundred per cent. _ on sales of $66.4 million, its earn- —_ eral Instrument have already suf- 
Dane Among the components, semi- ings fell to $1.5 million cr $1.37 fered deep declines. 
r in onductors should show gains per share. Output of vacuum . 
yond the present year, while tubes stopped growing when low- Technological supremacy 
ubes should show a flat trend, priced semiconductors reached doesn t guarantee continued suc- 
ane ‘xcept for certain high power the market. In an attempt to in- cess either, especially when a 
ec. 6 ubes such as traveling-wave crease their share, most makers company becomes complacent. 
1941 ubes, backward-wave tubes and cut prices. Tung-Sol didn’t neg- Ampex, long considered the leader 
cate ‘lystrons. lect semiconductors—its Chatham =n —, i ewe tye Popa 9 
ivision. acquired in Mav 57, ment, suffered a deficit of $4 mil- 
51.0 Why the Blanket Approach Is on panos wend 9 c~ lion in fiscal 1961, after reporting 
67.0 No Longer Valid simply don’t represent much of a profit of $4 million the prior 
cn It is therefore evident that an its business. year. The company grew accus- 
46 
58.3 
va Position of Representative Electronic Companies—(Continued) 
1960 
' % Net 
: Income Ist 9 Months-— Indic. 
i] Net Net To Net Net Share Net Earnings Current Div. 
‘ Sales Per Worth 1960 1961 Per Share Div. Price Range Recent Yield 
‘ —(Mil.)— Share 1960 (Millions)——- 1960 1961 * 1960-61 Price % 
_ IN ne RSM 8 a 
ee | BUSINESS MACHINES 
941 Addresograph-Multi. $162.3 $1.89 14.2% $159.21 $164.01 $2.01! $1.81! $.902 109%4-53"2 96 9% 
85.7 Burroughs sees 387.4 1.39 7.3 287.3 282.3 93 83 1.00 4058-26! 39 2.5 
Ho International Bus. Mach. 1,436.0 612 17.2 1,040.5 1,244.5 4.34 555 2.40 607 -272 580 4 
re National Cash Reg. ....... 457.8 2.52 11.2 315.7 361.7 1.53 1.69 1.20 142 -49’s 138 8 
Pitney-Bowes ........ 67.5 1.32 164 48.5 55.0 90 1.03 72 68%-29% «= 63tid2*D 
| CONSUMER & ENTERTAINMENT 
Admiral Corp. . 187.8 41.04 144.9 135.8 21 58 2378-10 18 
Emerson Radio . 63.7 80 866.1 N.A. N.A. 70 50 3%stk. 22%-10' 13 
aa Magnavox 124.8 92 20.2 78.8 89.2 50 61 50 48%-10% 44 1.1 
941 Motorola oo... 299.0 3.14 13.0 2248 207.7 42.243 41.59 1.00 100 -60% #79 1.2 
4.6 Packard Bell oo... 44.0 2% 19 24.7 24.6 61 94.73 . 39 -12% 13 
$5.5 ES amines, 96.2 1.20 7.8 24.2! 28.0! 421 45! 402 43 -22% 25 1.6 
4.1 Zenith Radio .... 254.1 1.70 17.2 183.9 187.7 96 1.10 1.16 82%-29% 76 15 
*—Based on latest dividend rate. 11st fiscal quarter. 
N.A.-Not available. 2 Plus stock. 
d Deficit. 
Business Machines Consumer and Entertainment 
Addressograph-Multigraph: Occcupies a leading position in specialized Admiral Corp.: Manufacturer of radios, TV sets and appliances. Recent 
segment of the office equipment field. Machines are designed to mech- report suggests that some efficiencies have been effected 
anize repetitive writing, accounting and statistical date. B82 Emerson Radio: This well-known manufacturer of TV, radio and phono 
graph sets and air conditioners has been placing considerable emphasis 


Burroughs Corp.: Manufacturer of r in hi . : ~ : 
9 P of general business machines and elec on expanding its military and industrial electronics business 


tronic data processing equipment. About 25% of sales from military : 
Maganavox: Producer of quality consumer items. Has achieved outstand 


ing earnings growth in recent years. Al 


Motorola: In addition to having a leading position in consumer elec 
industrial 


business. Longer term outlook favorable. By} 


Int‘l. Bus. Mach.: Outstanding growth record. Recent rate of earnings 


improvement sided by substantial increase in outright sales of equip- 
ment, instead of rentals, which spread the profit out over a period of 
years. Al 














tronics, the company is important in various sophisticated 
markets. B3 
Packard Bell: Manufacturer of entertainment and military electronic 


items. Declining sales and high costs on government contracts have 
resulted in a large deficit. C4 

Siegler Corp.: Aided importantly by a sharp build-up in 
electronics business, a worthwhile improvement in earnings 
witnessed in coming manths. C2 

Zenth: Company's outstanding record of earnings growth due largely to 
concentration on quality products and strong distribution network 





Nati | Cash Reg : Company has efficient world-wide service or- 
ganization to support its position as a manufacturer of business 
machines. New 304 and 390 computers achieving great success. Al military 
Pitney-Bowes: The world’s largest manufacturer of postage meters and mey be 
related equipment. Products of a 
which supplement the company’s lines, will eventually be 
here. BI 


recently acquired foreign concern, 
introduced 





Improved earnings trend. 
Sustained earnings trend. 
Earnings up from the lows. 
Lower earnings trend. 


RATINGS: A—Best grade. 1 
B—Good grade. 2 
C—Speculative. 3 
D—Unattractive. 4 

me eT TT TL 
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INTERNATIONAL 
St. Lovis 
203° 
Common Stock 
A quarterly dividend of 30¢ per 
1962 to stockholders of record at 
the close of business December 
Board of Directors. 
ROBERT O. MONNIG 


CONSECUTIVE DIVIDEND 
share payable on January 5, 
15, 1961, was declared by the 

Vice-President and Treasurer 


December 5, 1961! 
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es held in strict confidence 


C0. A Growing Company 


tomed to sales gains of 50% an- 
nually, and the absence of com- 


petition for its important TV 
recorder. When competition ap- 
peared from RCA and a Japanese 
company, and sales levelled off, 
Ampex was unprepared. 


How Does the Investor Choose? 


Money—always important and 
highly fluid—will become as im- 
portant as technological leader- 
ship and effective marketing in 
the future. Any area of business 
which gives a company a high 
return on investment invites com- 
petition by others. 

In 1950, IBM earned 23% on 
its stockholders equity. In 1960, 
including earnings of IBM World 
Trade Corp., it earned 21%. 

> Meanwhile, Sperry Rand and 
Burroughs have spent enormous 
sums to get into the computer 
business. Sperry earned 7.5% on 
investment last year, Burroughs 
earned 7.3%. This does not ap- 
pear to be effective use of capital. 


» Addressograph, a specialist, 
makes a higher 14.3% on invest- 
ment, just as Pitney-Bowes, an- 
other specialist, makes 15.8%. 
But there are large sums to be 
invested in competition with these 
leaders, and other companies may 
be satisfied with less than 23% 
or 15% on their money. 

RCA, General Electric and 
other companies of similar stat- 
ure need an outlet for their funds. 
Another giant, IBM, at the 1960 
year-end, had $320 million in 
cash, vs. $68 million in 1956. This 
will not lie idle for long. The sup- 
pliers to IBM are in a perilous 
position. 











BENEFICIAL FINANCE CO. 


130th CONSECUTIVE QUARTERLY 
COMMON STOCK CASH DIVIDEND 


The Board of Directors has declared cash dividends on 
Common Stock—$.25 per share 


5% Preferred Stock—Semi-annual—$1.25 per share 


$4.50 Dividend Convertible Preferred Stock— 
$.80 per share for the period from 
October 27, 1961 to December 31, 1961 
payable December 31, 1961 to stockholders of record 
at the close of business December 19, 1961. 


Over 1,300 offices 
in U. §.—Canada 
England—Australia 


r 
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Secretary 


Can Growth Be Maintained — 
And How Much Is It Worth? 


Of course, the technical leader 
in a field, who is two years ahead 
of competition and continues to 
keep his lead, may still achieve 
good growth. But even Varian 
Associates is finding it expensive 
to keep ahead of competition. 
Leadership is difficult to main- 
tain. 

The price-earnings ratio is at 
the heart of the problem. Should 
the investor pay 50X earnings for 
Litton Industries, 80X earnings 
for IBM, 50X for National Cash 
Register; or should he look for 
the depressed marginal company 
selling at book value and 15X 
earnings? This decision is really 
up to the individual. Lewis Gil- 
bert, the corporate “gadfly,” has 
been highly successful in the lat- 
ter method of investing, but 


nearly every major mutual fund | 


has purchased IBM despite its 
lofty earnings multiple. 


Some Criteria To Be Applied 


The investor should measure 
the following factors in deciding 
on an investment in the elec- 
tronics industry. 


1) Is the company’s sales mix 
primarily in growth areas? 

2) Are its prices competitive 
with similar quality products 
of others? 

3) Is the company a technologi- 
cal leader in an important 
area?—how far ahead is it? 
—how expensive might it be 


for someone else to overtake | 


it? 

4) How effective are its sales 
people—sales per man com- 
pared to others in similar 
area? 

5) How efficient is its plant? 

6) How high is its return on 


equity? 
7) How wide are its profit mar- 
gins — could it withstand 


much _price-cutting before 
going into the red? 

8) How effective is its research 
and engineering? 

9) Is there a breadth in man- 
agement—including a good 
engineer, a good financier, 
and a good merchandiser? 

10) Is the return on invested 
capital constant, improving 
or declining—this statistical 
measurement is often the 
first sign of slowdown, ma- 
turity or deterioration. A 
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company with a declining 
rate of return on capital is 
finding growth more expen- 
sive, more difficult. 


The answers to all the ques- 
tions above will not be easy to 
find. But, insofar as possible, the 
investor must be studious—and 
careful. The rewards will be 
great, the pitfalls disastrous. END 





The Business Analyst 





(Continued from page 367) 


more sedately of late, as a result 
of improved methods of correlat- 
ing stockpiles to sales, as well as 
recent price stability, which re- 
moves most of the incentive for a 
speculative build-up of stockpiles. 
The deficit in the nation’s balance 
of payments, moreover, makes a 
policy of price stability virtually 
mandatory if we are to avoid a 
fatal weakening of the dollar. 
Stockpiling in anticipation of a 
steel strike, however, could raise 
inventories to unwarranted levels, 
with an inevitable contraction 
taking place when the emergency 
is over. Capital spending may 
also be stimulated by more flexi- 
ble depreciation allowances, but 
if this leads to a burst of expan- 
sion that causes capacity to out- 
race demand, then the inevitable 
day of reckoning will have to 
come, The rule for the months 
ahead seems to be that an over- 
rapid rise in business activity 
will appreciably shorten the dur- 
ation of the recovery. =ND 





Choosing Canadian Bank 
Stocks For Diversification 
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during this 


(Continued from page 


dividend records 
period. Earnings per common 
share of the Royal Bank in- 
creased from $2.59 to $2.94 be- 
tween 1955 and 1960; earnings 
of the Bank of Montreal from 
$1.79 to $2.34, and those of the 
Bank of Nova Scotia from $2.33 
to $2.95 during the same period. 

Dividend rates on the Royal 
Bank rose from $1.00 a share 
in 1951 to $2.37 in 1960; on the 
Bank of Nova Scotia from $1.60 
to $2.30; the Bank of Montreal 
from $1.45 in 1955 to $2.00 in 
1960. 
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Not a New Issue 
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Price $ 








Kuhn, Loeb A Co. 
Steen Dillon, Union Securities & Co. 
| Lazard Fréres & Co. 
Merrill Lynch, Pierce, Fenner & Smith 


Stone & Webster Securities Corporation 





sell nor a solicitation of offers t 
he offering is made only by the Prospectus 


740,000 Shares 


The M. A. Hanna Company 


A C.iosep-Enpb, Non-Diversiriep INvesTMEN 


Common Stock 


$2.50 per shar 


$34 per share 


The First Boston Corporation 
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Glore, Forgan & Co. 


Lehman Brothers 


buy any of these securities 
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Canadian Banks Remain “Canadian” YALE & TOWNE 

These institutions still have o. 295th Quarterly Dividend 
great growth potentials, provided QO 
present economic conditions 25¢ a Share and 
in Canada continue. One of their 2% Stock Dividend 
most favorable features is their <P, 

OS Payable: 

nearly complete control of the arf Jan. 2. 1962 
Canadian banking field. Outside IN aeidite 
of the “Big Five,” only two or } Dec. 12 1961 
three much smaller banking in- D i 4. 
stitutions in Canada are worth Nov. 30, 1961 
mentioning; these include La - 5. F 
Banque Canadienne Nationale, Pe 
the Montreal City and District 
Savings Bank, and the Provincial THE YALE & TOWNE MFC. co. 
B: nk of Car : 1; ° M t , l Lock and Hardware Products since 1868 
ra anat a im = ontreal, Materials Handling Equipment since 1875 
whose operations are chiefly con- Cesh dividends paid every year since 1899 


fined to the provinces of Quebec 
and New Brunswick. The Big 
Five have little to fear from com- 
petition from new rivals, either 
at home or abroad. Under present 
conditions, the launching of a new 
large bank in Canada with re- 
sources approaching those of the 
Big Five would be a very difficult 
operation indeed. And despite the 
great flow of American and Euro- 
pean capital into many forms of 
enterprise in Canada during the 
past decade, this invasion has not 
spread into the banking field. The 
great Canadian banks are still to 


| tries, Inc., 
: - ; 
the following dividend action was taken: 











AMERICAN CONSUMER 
INDUSTRIES, INC. 


Common Stock Dividend 
At a meeting of the Board of Di- 
rectors of American Consumer Indus- 
held on November 28, 1961, 


Quarterly dividend (being Divi 
dend No. 75) of twenty-five cents 
($.25) per share, payable in cash, 
and a 2% stock dividend was de- 
clared upon the common. stock, 
both payable January 11, 1962, to 
stockholders of record at the close 
of business on December 12, 1961. 

EARLE D. BARTON 
Secretary 
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a large extent controlled by na- 
tive Canadian interests and, in- 
deed, are much more purely 
Canadian in their ownership than 
many other large industries in 
that country. 

If general economic conditions 
in Canada experience a slight re- 
vival over the next two or three 
years, and if the foreign trade 
picture improves as unemploy- 
ment declines, the general out- 
look for these institutions is a 
decidedly favorable one. END 





Why Government's New 
Policy Will Not Greatly 
Benefit Silver Producers 





(Continued from page 361) 


facts. The sensational rise in 
silver stocks during the year ap- 
pears to have been based on 
over-generous appraisal of profit 
potentials of the handful of de- 
veloped silver producers. The 
numerous penny stocks of silver 
prospects listed on the western 
exchanges have found a host of 
buyers who have apparently for- 
gotten their expensive experience 
a few years ago in uranium is- 
sues. With present wage scales 
for miners and the cost of sup- 
plies, it needs a lot of luck to 
make a profit from a _ silver 
prospect that was abandoned 80 
years ago, even with $1 silver, 
and it should be remembered that 
the old-time silver miners did not 
overlook many good silver pros- 
pects. Enthusiasm over the “New 
Look” in silver should not over- 
shadow caution, to avoid the same 
fate as those ardent speculators 
who bought such glamour metals 
as uranium, titanium, lithium, or 
beryllium. These metals also en. 
joyed an exciting price rise be- 
fore settling down to a more 
realistic appraisal. END 





What Needs To Be Done 
To Solve Our International 
Trade And Dollar Position 





(Continued from page 333) 


this country and not add to the 
problem we now face in our bal- 
ance of payments deficit. 


Do We Have the Fortitude to 
Face Reality? 


At this critical time we need 
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to face reality. We must recog- 
nize the importance of a strong, 
vigorous U.S. economy as a bul- 
wark of the Free World, and 
take the necessary steps to main- 
tain our strength. 

® To this end we should above 
all avoid further government de- 
ficits and monetary inflation. 
Only by displaying the kind of 
monetary integrity and fiscal re- 
sponsibility which we for so long 
have preached to others can we 
hope to prevent further loss of 
confidence in the dollar and the 
probability of a run on gold. 


@ Secondly, we must reshape 
our foreign trade policies. Any 
continued foreign aid should be 
in terms of goods, for which we 
have excess capacity, not in dol- 
lars. We will need to maintain 
orderly markets for our domestic 
production to safeguard jobs, 
until we can adjust to the point 
that we are again competitive. 
We must maintain a sound foot- 
ing ourselves if we wish to remain 
the pivot man in the Free World. 

END 





The Eigthy-Seventh Congress 





(Continued from page 339) 


ket, there is no small segment of 
the Congress, particularly in the 
Lower House, which will fight for 
restoration of the Congressional 
prerogatives in the area of tar- 
iffs, primarily for the defense of 
American industries that cannot 
compete with the low labor costs 
extant in foreign countries. 

This writer very definitely does 
not see the President’s interna- 
tional trade program getting 
Congressional approval. Foreseen 
is a tightening of import quotas 
and tariff hikes for foreign prod- 
ucts that threaten U. S. manu- 
facturers. Domestic pressures on 
the legislators are, even now, 
“terrific,” and they will get higher 
in January. 

& Labor legislation — revision 
of Taft-Hartley and Landrum- 
Griffin Acts—is “not in the 
cards.” This is more or less 
openly admitted by AFL-CIO 
brass which says that the House 
of Labor must expend its ener- 
gies next year, through political 
action, to elect a more liberal 
Congress. In short, a National 
Legislature that would be sub- 
servient to the bosses of Labor. 


At this moment, there is no indi- 
cation that the Solons have any 
fear. They may even go so far as 
to strike the union shop clause 
out of Taft-Hartley. This, how- 
ever, is on the remote side—very 
remote. Of a certainty, Section 
14(b) of the Act permitting the 
individual states to bar the union 
shop, will be unscathed. 

& Defense spending, including 
the so-called “moon shot,” will 
mount. Just what the President 
will ask for the two is presently 
moot, but Congress will comply 
with both programs, insisting, 
however, that Defense include 
provisions to get production of 
the super-sonic B-70 bomber un- 
der way, plus stepped-up produc- 
tion of atomic powered Polaris- 
bearing submarines. 

&> A major blunder of the First 
Session was the farm bill, often 
referred to as the feed grain 
measure. It was an Administra- 
tion proposal that would, ac- 
cording to Mr. Kennedy and 
Secretary of Agriculture Orville 
L. Freeman, cost $750 million less 
than the soil bank program of the 
Republicans, but preliminary re- 
ports from Congressional and 
Departmental sources _ indicate 
that it will cost about $1.2 billion 
more. ; 

& Like other New Frontiers 
legislation, the feed grain bill was 
passed through the efforts of for- 
mer Speaker Rayburn and other 
Democratic loyalists, whose loy- 
alty was often greater than 
their private convictions. Unfor- 
tunately, it may stay “on the 
books” for another year. Farmers 
are prospering under it while the 
rest of the populace suffers the 
costly burden, but it is not likely 
that in an election year Congress 
will do anything to displease the 
grossly over-estimated farm vote. 

In Sum 


During the First Session of the 
87th, President Kennedy fared 
well—primarily because of the 
leadership of his Party on Capi- 
tol Hill in the person of the now 
deceased Speaker Sam Rayburn 
of Texas. The House wasn’t ex- 
actly docile in the hands of “Mr. 
Sam,” but he usually managed to 
bend it to the will of the White 
House. 

Rayburn was a genius at hold- 
ing the warring factions of the 
Democratic Party in line, while 
his influence with the Republi- 
cans was greater than most of 
us realize. Now that Rayburn has 
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Selected Natural 


Resource Stocks 


May Add Substantially to Forecast Profits 


[ massive government spending — coming 
on top of business recovery — may add inflationary 
pressures, our analysts have selected for well-timed 
purchase several promising “natural resource” 
stocks, for example... 


A SPECIAL SITUATION — Yielding nearly 5% — 
well financed and integrated — 


This company enjoys aggressive management — 
low cost operations — and has ample capital for 
expansion into new fields. Profits increased 8% last 
year but rose nearly 16% in the first half of 1961. 
Freedom from long term debt — with cash and 
government securities of more than 114 times short 
term liabilities — give added assurance to liberal 
dividend. Selling more than 10% under its 1961 
high, this issue seems definitey under-priced. 


A SOUND STOCK IN A RESURGENT PHASE 
still selling 20% under 1960 top — 


This leading low cost producer owns vast re- 
serves of raw materials and well integrated oper- 
ating facilities. Net per share last year rose 20%, 
and for second half 1961, demand and profits should 
be in a rising trend. Current yield is 3.6%, with 
dividend secured by strong finances. We believe 
this issue could advance materially higher. 


OUR MOUNTING PROFIT RECORD 


We expect that these attractive issues and other 
carefully selected recommendations of emerging 
opportunities, which would be called to your atten- 
tion as a subscriber, will add to our outstanding 
profit record. 

Our Audit of the stocks in our open position at 
mid-year showed net appreciation of 9377, points — 
a gain of 253 points since January 1961... and the 
profit balance has been growing in the second half. 


Such stocks as American Chicle, American 
Tobacco, Reynolds Tobacco, Int. Tel. & Tel., 
Sperry Rand and other sound Forecast issues 
have increased subscribers’ gains. 


Appraisal of Your Present Securities 


To help you to put your investment house in 
order looking to the period ahead—be sure to 
include with your subscription a list of the securi- 
ties you own (12 at a time) for our personal report 
and advice on — WHICH TO RETAIN — WHICH 
TO DISPOSE OF — WHICH TO AVERAGE. If 
you are disturbed regarding any issues in your 
list, be sure to get expert opinion BEFORE you 
decide to sell — or to hold. 

This extremely valuable consultation service 
helps subscribers to save thousands of dollars by 
preventing hasty sale of sound issues while weed- 
ing out weaker stocks. 


A Weil-Rounded Service Geared to 1961 
Investment Prospects 
Each Week Our Private Bulletin: 


»Keeps you a step ahead on the market outlook, 
changes in defense spending, money rates, taxes 
and the trend of business at home and abroad... 
Firsthand reports from our capable Washington 
analyst interpret political and legislative action. 
Our comments and exclusive indexes of the 46 
industrial stock groups indicate which are rising 
strongly—those starting to advance—to decline. 
Our Unique Graph measuring strength vs. weak- 
ness in stocks signalled the 1957 decline, the 1958- 
59 recovery, the 1960 setback and the advance of 
the past months. 

Subscribe now to secure all the advantages of our 
original research, broad facilities, special sources 
of information—backed by eur organization’s 54 
years of successful experience! We feel sure you 
will find our advice most rewarding. 
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THE INVESTMENT AND BUSINESS FORECAST , 
of The Magazine of Wall Street, 120 Wall Street, New York 5, N. , 2 


I enclose [ $125 for a year’s subscription—plus one month bonus 
[ $ 75 for 6 month’s Service plus two weeks bonus 


Air Mail: [ $1.00 six months; [) $2.00 
one year in U.S. and Canada 

() $7.80 six months: 
C) $15.60 one year. 


Your subscription shall not be assigned at List up to I! 
any time without your consent. 


SPECIAL MAIL SERVICE ON BULLETINS 
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departed the Capitol scene, the 
House will be less than docile— 
left and right factions of the 
Democratic Party will go their 
separate ways. This can very well 
prove close to disastrous to Mr. 
Kennedy’s New Frontiers brand 
of Socialism. 

The Texan was adroit, loyal to 
the man in the White House to 
the point that he often went to 
bat for Presidential measures 
that he privately believed to be 
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or Phone Wolfe, 
NY. LO 5-111” 
or Write Box 446 
Port-au-Prince, ....0i 




















Rent a Rolls Royce. 
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349 E. 76th St.,n.y.c. YU 8-2200 
Cadillac rentals, also. 
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unwise. This is not said in criti- 
cism of Rayburn’s patriotism, 
but to point up that he was a 
power that will be missed when 
the Second Session of Congress 
gets under way. 

Most likely successor to Mr. 
Rayburn as Speaker now seems 
to be Rep. John W. McCormack, 
a Boston Irish Catholic Demo- 
crat who does not see eye to 
eye with President Kennedy, also 
a Boston Irish Catholic Demo- 
crat. The Boston Congressman, 
through his stand against Federal 
aid for school construction and 
teacher pay unless private and 
parochial schools were included, 
angered the President and bad 
blood will prevail during the com- 
ing Session. 

Further, McCormack lacks the 
political “savvy” that was Ray- 
burn’s; he simply will not be able 
to fuse the differing Democratic 
factions of the House into a 
homogeneous whole that will go 
down the line for White House 
proposals. All of this makes it 
difficult for the seasoned Wash- 
ington observer to make accurate 
and specific predictions of what 
may be expected in the Second 
Session, other than to say that 
the New Frontiers program will 
not fare so well next year. END 





More Growth Ahead For Food 
Companies As They Move Into 
Huge Foreign Markets? 





(Continued from page 355) 


derives more than $250 million 
in sales abroad, 36% of last year’s 
consolidated volume It has an ex- 
cellent position in both the Com- 
mon Market and Outer Seven. In 
South America, plants are located 
in Argentina, Brazil, Chile, Co- 
lombia, Mexico and Uruguay, and 
others are in Japan, the Philip- 
pines and South Africa. As the 
world’s largest corn refiner the 
company continues to add con- 
sumer products, including those 
taken over upon the merger with 
Best Foods in 1958. Last year 
consumer products contributed 
44% of total volume, industrial 
products 51%, and _ by-products 
5%. The stock, split 2 for 1 this 
year, has a record of consistent 
growth behind it with very little 
cyclical influence, but sells at a 
liberal 33 times earnings and 
yields only 1.9%. 

General Foods (101). Largest 





in the packaged foods fields, the 
company is known for such 
brands as Maxwell House Coffee, 


Jell-O Pudding, Swans Down 
Flour, and Birds Eye frozen 
foods. Aggressive promotion 


abroad has helped earnings this 
year, and net for the year ended 
March 31, 1962, will approximate 
$2.85 per share vs. $2.69 last 
year. As a growth stock of 
high quality, G. F. sells at 36 
times earnings and yields about 
1.5%. 

H. J. Heinz (71). As mentioned 
above about one half of sales and 
nearly two thirds of earnings are 
derived from abroad and consoli- 
dated into reported earnings. The 
addition of more new products 
abroad and expansion of the 
Netherlands and British plants 
should help earnings to show fur- 
ther growth over the next few 
years. While the foreign market 
is becoming more competitive, the 
company has been reducing costs 
to offset a few price reductions, 
and further economies are possi- 
ble with higher volume when new 
plant additions are broken in. 
The stock, split 3 for 1 early 
this year, sells for around 27 
times earnings and yields 1.4%. 

National Biscuit (91). In- 
creased research expenditures, 
introductory expenditures on new 
products and higher labor costs 
will temporarily reduce this year’s 
earnings to about $3.85 per share, 
compared to last year’s record 
high of $4.10. In August the com- 
pany acquired Cream of Wheat to 
broaden its cereal line, and it has 
also taken on an Australian pro- 
ducer of cereal. Foreign sales, 
accounting for about 13% of total 
volume last year, are growing 
more rapidly than in the U. S. 
Nabisco recently began to pro- 
duce Ritz crackers in England, 
and the Australian cereal pro- 
ducer has added American prod- 
ucts to its line there. In addition 
Nabisco recently acquired a mod- 
ern bakery operation in Puerto 
Rico and a controlling interest in 
a French producer of sweet bis- 
cuits. Capital expenditures in 
1961 will approximate $20 mil- 
lion vs. $11.3 million in 1960, 
which will include a highly auto- 
mated bakery plant in Chicago. 
At about 23 times earnings and 
yielding over 3% this stock is rea- 
sonably priced relative to other 
processed food producers. The 
dividend has been increased three 
times in the last three years. 

END 
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IMPORTANT MESSAGE ...To Every Investor 


With Securities Worth $40,000 or More 


Gn the challenging days ahead we will see 
amazing ventures into space — scientific 
“breakthroughs” — revolutionary industrial 
advances and new products. 

Also, with turbulent conditions abroad — 
and “New Frontier” policies taking shape 
at home — changes of deep investment 
significance may occur in spending, taxes, 
international trade, money and credit. 

Don’t you agree that this is no time for 
a “do nothing” policy? Let us help you keep 
investments fiexibly adjusted to today’s 
conditions — tomorrow’s outlook. 


Unsurpassed Qualifications to Serve You 
Successfully: 


To safeguard and foster the growth of 
your funds — INVESTMENT MANAGE- 
MENT SERVICE as a division of THE 
MAGAZINE OF WALL STREET offers 
you unique advantages: 

— a background of 54 years of experience 

— skills and judgment of a seasoned staff 

— widespread sources of timely informa- 

tion 

— top financial library-research facilities 

— fully equipped offices in the world’s 

financial center plus able Washington 
analysts. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your credit list— 
taking into consideration income, safety, 
diversification, enhancement probabilities— 
today’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account ... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly 
liquidated and likely to improve. We will 


point out unfavorable or overpriced securi- 
ties and make substitute recommendations 
in companies with unusually promising 1961- 
62 prospects and profit potentials. 


Continuous Supervision of Holdings: 


Thereafter—your securities are held un- 
der the constant observation of a trained, 
experienced Account Executive. Working 
closely with the Directing Board, he takes 
the initiative in advising you continuously 
as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves 
you of any doubt on your investments. 


Complete Consulation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you 
to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability. (Our annual fee is al- 
lowed as a deduction from your income for 
Federal Income Tax purposes, considerably 
reducing the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of of your annual enroll- 
ment you receive our audit of the progress 
of your account showing just how it has 
grown in value and the amounts of income 
it has produced for you. 








i» * investors with $40,000 or more we shall be glad to send full information on 
Investment Management Service. Our annual fee is based on the current value of 
the securities and cash to be supervised—so if you will tell us the present worth of 
your holdings or list them for our evaluation—we shall quote an exact fee—and 
answer any questions as to how our counsel can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET. A background of over 54 years of service. 
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NEW YORK 5, N. Y. 
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A corner of the new Cities Service petrochemical plant at Lake Charles, La. 


Cities Service on the move 


Even without visible motion—action! The shining 
towers and conduits of this new orthoxylene plant 
symbolize Cities Service progress in the expanding 
field of petrochemicals. 

Chemists know that petroleum is a great store- 
house, laden with materials vital to today’s industry 
—resins, plastics, dyes, pharmaceuticals—only the 


imagination can complete the list. To make the 
best possible use of this abundance through an ever- 
increasing flow of new and better petrochemical 
products—Cittes Service is on the move! 


CITIES ® SERVICE 





